it Fy bs” a 
a, emt yt a Ks 


e 
wey 
<a 


DUKENUAIVERSITY LIBRA. 


DEC 28 1960 


DURHAM, N. C, 





CHANGE AT THE BANK 
NEW DEAL FOR THE DOLLAR? 
EXPORT CREDITS NOW 


BY PAUL BAREAU 


RADCLIFFE’S ‘GENERAL LIQUIDITY’ 


BY JOAN ROBINSON 


BIGGER GROUPS FOR EASTERN BANKS 


BY GEOFFREY TYSON 


ANNUAL BOOK SURVEY | 
_ AS I SEE IT : SIR OSCAR HOBSON 











INTERESTED 
IN INTEREST? 


WHAT YOU GAIN IN | 


W072 RATES 


ou e 

et ae 
wa 
Ry 


Pe) 
ya 
By 





L HARD CASH, WITH NEW j 











BANCA POPOLARE 
DI NOVARA 


Established 1871 


Capital and Reserves 
PON tae 1960 1 
Lit. 15.802.555. 758 


Head Office: NOVAR A 
266 BRANCHES 3 


AUTHORIZED BANK FOR | 
FOREIGN EXCHANGE | 























34% |° 





Larger sums at short notice — 


Established 1850 
MEMBER OF THE BUILDING 
SOCIETIES ASSOCIATION 
Write or call for free booklet 
Registered Office 
99 Baker St., London, W.1 
Telephone WELbeck 0028 





WITHDRAW ALS—£1000n demand | 








THE 
PUNJAB NATIONAL BANK uy 


(Estd. 1895) 


Head Office: f 
PARLIAMENT STREET, NEW DELHI 


* 


Over 390 branches throughout | 
INDIA 
w 


All types of 
FOREIGN EXCHANGE 


business transacted 
b * 2 




















DECEMBER 1960 ; VOL. CX NO. 418 


The Banker 


EDITOR: WILFRED KING 
ASSISTANT EDITOR: Francis Cassell 


Contents 
PAGE 
xxili_ Frontispiece: THE EAs.L OF CROMER 
765 A Financial Notebook 
775 Change at the Bank 
779 New Deal for the Dollar? 
785 Export Credits—Where Britain Lags: PAUL BAREAU 
790 ‘General Liquidity ’: JOAN ROBINSON 
796 As I See It: SIR OSCAR HOBSON 


802 Bigger Groupings for Eastern Banks: GEOFFREY TYSON 


806 An Artist’s Sketchbook— 
Hambros Bank, Holborn 


808 Annual Book Survey 


819 American Review 

823 International Review 

829 Publications Received 

834 Appointments and Retirements 
836 Banking Statistics 


Index, January-December 


PUBLISHED BY THE BANKER LIMITED 
BRACKEN HOUSE, 10 CANNON STREET, LONDON, E.C.4 
Telephone: City 8000 Telegrams: Bankroy, Cent, London Cables: Bankroy, London 
Annual subscription, including postage to any part of the world: {2 2s. od, 
The Editor \..1]1 consider articles offered for publication, but cannot accept responsibility 
in the event of loss of typescripts or delay in returning thern. The copyright of articles 
accepted for publication shall belong to THE BANKER LTD. 


XXI 








A Flight Network Covering 5 Continents 


The LUFTHANSA flight schedule offers you convenient connections 
to all parts of the world. You fly to North Amcrica with the time-saving 
Boeing 707 Jet Intercontinental non-stop in half of the time previously 
required. Take advantage of this saving in time, book with the 
LUFTHANSA through your IATA Trave! Office or with your regional 
LUFTHANSA office 


eq LUFTHANSA 


The finest service on board 


- XXii 













he Banker 


VOL. CX DECEMBER 1960 NO. 418 














THE EARL OF CROMER 


who becomes Governor of the Bank of England from 





... regularly at 
lunchtime with 


yy, 


ws Yy Many thousands of employers 
SS Vy throughout the United Kingdom 
have arranged that their staff 
benefit from the nation-wide 
welfare service of Luncheon 
Vouchers Limited. 

May we send vou a booklet 


showing how our scheme 


Ys SS would operate to advantage 
My \\\ 


Wy 
\ 


AALS 


att 
Yj, 


\\ 


’ 


in your organisation. 


KLumcheon Wouchers XK.irmited 
22 Golden Square, London, W.1. Tel: REGent 5711 & 0693 


XXIV 














A Financial Notebook 


Chancellor Stands Firm 


THE principal new development on 
the home economic front in this past 
month has been the further extension 
of short-time working among the 
major motor-car manufacturers and 
some of their leading suppliers. 
Together with continued slackness 
in the consumer durable trades, this 
has led to new pressure upon the 
Government to relax the policy of 
restraint, and especially to ease the 
terms control of hire-purchase trans- 
actions. Up to date, however, the 
Government has stood commendably 
firm. Its general view is that al- 
though the disinflationary measures 
have succeeded in reducing the big 
head of steam that had been built up 
in the economy, there is no sign yet 
that the pressure might drop unduly. 

If one can judge from the language 
of his public speeches, Mr Selwyn 
Lloyd seems to be shaping as a dis- 
tinctly tough Chancellor. He pointed 
last month to the success of the 
credit measures in cutting the growth 
of hire-purchase debt to only £13 
millions in May-September inclusive 
(there was actually a drop of £8 
millions in September), in contrast 
with £142 millions in the similar 
months last year, and in slowing 
down the rise in bank advances—a 
tendency that he thought might have 
further to go. But these credit. in- 
fluences, he emphasized, while partly 
responsible for the drop in demand 
for consumer durables and motor 
cars (a further big influence upon 


the latter has, of course, been the 
contraction of export markets), have 
not brought about eny decline in the 
aggregate volume of demand. Retail 
sales, seasonally adjusted, remained 
in October at the peak first touched 
in April and reached again in July 
and September; in volume they are 
still running at some 3 per cent 
above their rate of the previous year. 
At the same time, fixed investment 
is still rising, and so is the current 
expenditure of public authorities; 
and, to judge from the always rather 
out-of-date and not very dependable 
figures, there has been no check to 
the rise in stocks. 


Still Near the Boil 


In consequence, the marked slack- 
ening in the industries hit by the 
credit restraints is not discernible 
in the index of production as a 
whole; the declines there have been 
substantially matched by increases 
elsewhere, and the lztest seasonally- 
adjusted index, that for September, 
was estimated at 120-121, a range 
that spans the movement of the 
index ever since last March. More 
significant still, perhaps, has been 
the absence of any substantial effects 
on the labour market. The slackening 
in the automobile industry has so 
far been mainly met by the discon- 
tinuance of overtime and the intro- 
duction of various forms of short- 
time working: though some workers 
have been led thereby to leave the 
industry, outright dismissals have 
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been relatively few. Thus in spite 
of the squeeze on these industries, 
there are others in which output is 
still being limited by shortage of 
skilled labour—creating a climate all 
too favourable to the building up of 
undue wage demands. 

The Chancellor’s conclusion, ex- 
pressed just over a fortnight ago to 
the National Production Advisory 
Council on Industry, was that “‘ there 
is still great pressure on our re- 
sources, side by side with a very 
dangerous threat of rising costs. 
Above all, we are gravely concerned 
about the fall in exports... .” A 
week later the Prime Minister him- 
self made a similar assessment and 
pointed the moral even more bluntly: 
‘“‘in these circumstances we ought 
not to do anything which might 
worsen our current [external] earn- 
ings position. We must put right 
the underlying balance of payments 
position before we do anything else ”’. 
If that assurance can be taken liter- 
ally, it would mean that no relaxation 
of the credit restrictions can be 
expected for some time. It ought 
also to mean that the Bank will not 
risk conceding the “ other half ”’ in 
Bank rate, in spite of the falling- 
away of the Treasury bill rate. One 
must hope that the Prime Minister’s 
(or the Chancellor’s) bark will not 
prove to be worse than his bite. 


Gold Calms Down 


Mr Kennedy’s success in the 
Presidential election has not, after 
all, provoked the renewed flare-up 
in the free gold markets that had 
been widely expected in the event of 
a Democratic victory. Admittedly, 
on election day, and on the day 
when the results were coming 
through, the sterling price at the 
daily fixing in London had climbed 
a shilling or two above the lowest 
point reached when the market was 
settling down at end-October—to 


766 





256s 6d a fine ounce—and business 
was being done outside the fixing 
on the basis of dollar quotations 
ranging from $36 to $36}. But in 
the ensuing week or so the market 
dropped gradually day by day, 
reaching a new low point on Novem- 
ber 21, with the fixing price at 
253s and the dollar quotation closing 
at $35.55-75. 


There can be no doubt that this 
calming down of the excitement and 
the gradual return of prices towards 
the basic levels that had ruled before 
October 20 (the day on which the 
dollar quotation reached $40-41) 
reflect the success of official manage- 
ment. The principal supplier of 
gold to the market has necessarily 
been the Bank of England, and ex- 
cept on some of the quieter days 
quite recently, the amount it has 
released must generally have been 
considerably in excess of the newly- 
mined gold it sells as agent for the 
producers. At around the election 
date the turnover on the market had 
expanded again to some $10 millions 
a day, which, although much below 
the peak rate attained during the 
scare, was still abnormally heavy. 
The ability of the London market 
to meet an offtake on this scale at 
prices equivalent to a premium of 
little more than a dollar over the 
US parity price may be largely attri- 
buted to the eventual recognition 
by the US authorities of the severe 
stresses that disorder in the gold 
market could impose upon the dollar. 
Thanks to this understanding, it is 
evident that the Bank of England, 
if it sees fit, is free to convert into 
gold in New York the dollars that it 
may acquire in the course of its 
management of the gold market. 

It can reasonably be presumed, 
however, that the aim of that manage- 
ment will be to minimize the demand 
the US authorities have to meet— 
and this probably means that, just 











as the gold price must not be 
allowed to rise to the point at which 
it induces a new wave of private 
speculation, so, equally, it ought not 
to be forced down to the point at 
which overseas central banks might 
resume conversion of dollars into 
gold through the market. Before 
the big scare, the maximum price 
for such operations was around 
$35.20, governed by the shipping 
parity, but now a higher point may 
have some significance—the limit of 
$35.35 set by the IMF rule that 
debars a member from buying gold 
at more than 1 per cent above the 
gold parity value of its own currency. 


Diminishing Differential 


The opposing movements of 
money rates in New York and 
London last month considerably 
reduced the interest incentive for 
shifting funds eastwards across the 
Atlantic. In London the Treasury 
bill rate, which had fallen to 
£5 1s 9d on the morrow of the 
end-October cut in Bank rate, fell 
further in the first four weeks of last 
month to £4 12s 9d, while the US 
bili rate rebounded from 2.1 per 
cent to 2.6 (it later reacted to 2.4), 
Allowing for the decline in the 
premium on the three months’ for- 
ward dollar from 1.2 cents to 1 cent, 
the differential for covered arbitrage 
in favour of London, which for some 
months had been considerably more 
than 1 per cent, slipped to around 
0.7 per cent. This narrowing no 
doubt played a part in the easing 
of the sterling-dollar rate from 
$2.8144 at the beginning of the 
month (a peak for 1960) to $2.804. 

The firmness of sterling early last 
month partly reflected the disclosure 
of a further massive intake of gold 
in October. The true increase in 
the reserves was some $128 millions, 
only a little short of the average of 
$133 millions recorded in the third 


quarter. (For comparison, the US 
Treasury’s gold loss for the month 
totalled $298 millions and the rise 
in the Bundesbank’s holdings of 
gold and dollars totalled $228 mil- 
lions.) Unhappily, the trade figures 
indicated that this inflow again owed 
nothing to a current payments sur- 
plus: imports (seasonally adjusted) 
remained at the September level of 
£385 millions, while exports (which 
apparently were more affected than 
imports by the London tally clerks’ 
strike) dropped from {£295 millions 
to {£252 millions and _ re-exports 
from {£14 millions to £11 millions. 
Thus the trade gap (between exports 
and re-exports valued f.o.b. and 
imports valued c.if.) widened to 
£122 millions from an average of 
£83 millions in the third quarter 
and £70 millions in the second. 

The gold intake was thus pre- 
sumably offset by a further increase 
in holdings of sterling by non-sterling 
countries, which rose by no less than 
£226 millions to £1,166 millions in 
the third quarter. 


Fund Repaid 


In these circumstances the authori- 
ties wisely decided to devote the 
bulk of the intake of gold to repaying 
Britain’s debts. Some $14 millions 
of bilateral debts arising from EPU 
was repaid and $83 millions was 
paid to the International Monetary 
Fund. ‘This completed the repay- 
ment of the credit of $561 millions 
drawn from the Fund at the time of 
Suez in 1956 (some $65 millions of 
the credit had been extinguished by 
purchases of sterling from the Fund 
by Argentina, Brazil, Iceland, Iran, 
South Africa, Spain and the Sudan). 
The actual increase in the reserves 
in October was thus limited to $31 
millions, raising them (as the table on 
page 840 shows) to $3,139 millions. 

Early last month France also com- 
pleted the repayment of her draw- 
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ings from the IMF (which totalled 
$262 millions in the first half of 
1957 and $86 millions in US dollars 
and $45 millions in D-marks in 
1958). The first repayment, of 
$200 millions, was made in Novem- 
ber, 1959; a further $50 millions 
was repaid last May. The balance 
of $131 millions (allowing for some 
purchases of French francs from the 
Fund) was paid over last month— 
$14 millions in dollars and $117 
millions in gold, which contributed 
to the fall in the US Treasury’s 
gold stock. 


Ford Bids for Ford 


The American Ford Company’s 
bid of £129 millions for the privately- 
held shares of its British subsidiary 
was not a take-over bid in the true 
sense (US Ford already owned 55 
per cent of the equity) but it raised 
highly controversial questions about 
ownership and control that reflected 
more than nationalist passion. The 
main question, which has still not 
been satisfactorily answered, is what 
can US Ford do with 100 per cent 
ownership that it could not do with 
55 per cent ? Clearly, the American 
company has big plans for reor- 
ganizing its British subsidiary; its 
bid would not make sense on any 
other hypothesis. In the jargon, the 
object of the bid was to obtain 
“* greater operational flexibility ’’ and 
thus to enable Ford to co-ordinate 
better its American and European 
operations. With such vague objec- 
tives, the Chancellor of the Ex- 
chequer, whose sanction was re- 
quired, was justified in seeking cer- 
tain assurances—most notably that 
the expansion of the British company 
would not be slowed down. And 
having been given such assurances 
he was equally justified in approving 
the bid. He added that the case had 
been considered entirely on its merits 
—and that Treasury consent in this 


instance should not be taken as a 
precedent for future foreign bids for 
British firms. 

The decision now rests with the 
outside shareholders, a large number 
of whom (owning about a third of 


the outstanding shares) are in the . 


United States. The actual terms of 
the bid—145s a share—have been 
widely regarded as ungenerous 
(though immediately before the bid, 
on November 14, Ford shares stood 
at 9ls compared with a previous 
high for the year of 120s). If the 
offer is duly accepted Britain’s gold 
reserves (allowing for the American 
holders) should benefit by about 
$250 millions, and the US gold 
stock fall by a corresponding amount. 


Millions for the Market ? 


How much of this new money 
will find its way into British equities 
was the favourite guessing game in 
Throgmorton Street last month. 
Hopeful anticipation of the reinvest- 
ment of the Ford millions dispelled 
for a moment the gloom that had 
enveloped the market in the early 
part of the month. The Financial 
Times equity index, which had stood 
at 321 at the beginning of the month, 
drooped to 311 before the bid 
brought a recovery to 315. But the 
gloom soon returned and by No- 
vember 28 the index had dropped 
to 295. Early last month the market 
was very much on the defensive, 
waiting to see Wall Street’s reaction 
to the US election result. Its mood 
of hesitancy was increased by some 
poor company results, by disquiet- 
ing reports from the car industry 
and by the continuing pressure of 
new borrowing — evidenced last 
month by a £23 millions rights issue 
by Guest, Keen and Nettlefolds. 
Gilt-edged stocks responded to the 
continued decline in the Treasury 
bill rate—the FT Government stocks 
index reached 80.93 in the middle of 


768 








the month, its highest since early 
June. Continental and American 
demand was again in evidence. In 
the closing weeks of the month, 
however, the market was upset by 
the accumulating evidence of a 
squeeze on bank liquidity. 


Hire Purchase Losses 


Rumours swept round the City 
last month that hire-purchase finance 
houses had suffered losses, some of 
them severe, as a result of the credit 
squeeze and of their too rapid ex- 
pansion during the eighteen months 
to April last, before official control 
over the terms of HP contracts was 
reimposed. Undoubtedly most 
houses have found their bad debts 
mounting in recent months. The 
rumours caused HP shares to be 
marked down heavily on the Stock 
Exchange. As this issue of The 
Banker was being passed for press 
two finance houses made statements 
designed to allay uneasiness. Lom- 
bard Banking, admitting that after 
providing for all losses and doubtful 
debts the 1960 profits would show 
‘““some diminution ” compared with 
those for 1959, reafhrmed that a 
final dividend for the year of 94 per 
cent was “‘ anticipated ”’. The Char- 
terhouse Group stated that its HP 
subsidiary, Charterhouse Credit, had 
incurred “‘substantial bad debts 
mainly in a subsidiary that has now 
ceased to accept new business ”’. 
The Group has decided to guaran- 
tee the present and future engage- 
ments of Charterhouse Credit. 


Bank Advances in November 


The mid-November make - up 
statement from the clearing banks, 
which became available just as this 
issue of The Banker was going to 
press, showed an actual decline, by 
£4.8 millions, in advances to the 
private sector. ‘Total advances, ex- 
cluding transit items, rose by {£64 


millions, but this increase was wholly 
attributable to a sharp jump in lend- 
ings to the state boards, which rose 
by {11 millions. This modest 
downturn in advances to the private 
sector was in welcome contrast to 
the increase of £24 millions—shown 
in our usual table below—experi- 
enced in the four weeks to Octo- 
ber 19. The declining trend of 
deposits, also discussed below, per- 
sisted into November. In the four 
weeks to November 16, net deposits, 
as usually computed, rose less than 
seasonally, while if allowance is also 
made for transit items, there was an 
actual decrease of £6 millions; and 
Lloyds Bank seasonally-corrected in- 
dex dropped by a further 0.1 to 
109.1. In spite of sales of invest- 
ments totalling £15 millions (of 
which {13 millions was attributable 
to the Westminster Bank) the com- 
bined liquidity ratio dropped by 
0.2 per cent to 31.3 per cent, com- 
pared with 33.6 per cent twelve 
months previously, and one of the 
big banks—the Midland—actually 
dipped to 29.9 per cent. The aggre- 
gate of liquid assets rose by only 
£1 million, to £2,288 millions. 


Bundesbank Cuts its Rate 


On November 10 the Bundesbank 
made its own expected contribution 
to easing the pressure on the dollar, 
by reducing its discount rate from 
5 to 4 per cent. Significantly, in the 
following week the Bank’s gold and 
dollar reserves fell for the first time 
since February—by DM 91 millions. 
Like the Bank of England a fort- 
night earlier, it hastened to explain 
that the cut had been made solely 
for external reasons, and implied 
no relaxation in the restrictions 
imposed on credit at home. (In- 
deed, the cut may even strengthen 
the effect of those restrictions by 
reducing the incentive for German 
firms to borrow abroad.) ‘The 
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Bundesbank also made clear where 
it thought the main help for the 
dollar should be extended: it wel- 
comed “ the decision of the Federal 
Government to raise several thou- 
sand million D-marks for aid, be- 
cause it is calculated to reduce the 
internal circulation of money and 
at the same time reduce surpluses 
in the balance of foreign payments ”’. 

The main lines of Bonn’s plan 
for increasing aid to the under- 
developed countries became clearer 
last month. Broadly, the German 
Government appears to envisage a 
total sum of DM 3,500 millions 
(around £300 millions) for the year 
1961, of which DM 1,000 millions 
would come from federal and Lander 
budgets, another DM 1,000 millions 
from other public sources (including 
the sale of Volkswagen shares) and 
the remaining DM 1,500 millions as 
a loan from industry at 5 per cent. 


Dr. Erhard Reconsiders 


Late last month Dr Erhard, the 
West German Economics Minister, 
decisively dashed any hopes that he 
had earlier raised of a partial revalu- 
ation of the D-mark. He told the 
annual meeting of the Confederation 
of Employers Associations that he 
had withdrawn his earlier proposals 
for ceasing the refund of turnover 
tax on exports and waiving the com- 
pensation tax levied on most imports. 
Dr Erhard said that he had come to 
recognize that the possibility of such 
changes might merely serve to ac- 
celerate exports and retard imports 
and thus, in the short run, enlarge 
Germany’s surplus still further. 

In the first ten months of this 
year Germany’s trade surplus totalled 
DM 3,900 millions (£330 millions), 
compared with DM 4,700 millions 
in the same period of 1959. Exports, 
at DM 38,600 millions, were some 
17 per cent higher than in the corre- 
sponding months of 1959, but im- 
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ports, at DM 34,700 millions, were 
nearly 21 per cent higher. This 
diminution in the export surplus is 
attributed mainly to the pressure of 
home demand. In a brief review of 
the economy last month Dr Erhard 
estimated that industrial production 
would be 10 per cent higher in 1960 
than in 1959, overall productivity 
5 per cent higher, and income per 
wage earner 8 per cent higher. 


Falling Trend in Deposits 


An interesting banking trend, 
which has received rather less atten- 
tion than it deserves, has been de- 
veloping since the middle of this 
year—the reversal of the trend of 


deposits. The seasonally-corrected 
Oct 19, Change on 
1960 Month Year 
{mn {mn {mn 
Deposits .. 7264.9 +57.1 + 56.1 
“Net” De 6918.2* +35.4 + 48.8 
. P | 6804.44 +31.3 + 38.3 
Liquid Ml 
Assets 2286.6 (31.5) +11.0 -—190.6 
Cash .. 596.2 (8.2) +11.2 + 7.4 
Call money 549.6 (7.6) -—27.5 + 67.4 
Treas bills.. 1016.0 (14.0) +33.5 -—255.6 
Other bills... 124.9 (1.7) - 62 - 9.8 
Special Dep 141.7 (2.0) - 0.3 +141.7 
“‘ Risk ” 


Assets 4632.1 (63.8) +23.8 +-100.2 
Investments 1304.4(18.0) - 8.0 -—424.6 
Advances§.. 3327.7 (45.8) +31.8 +524.8 


State Bds 72.6 + 3.7 - 1.8 
All other 3255.1 +28.1 +526.6 
| 3158.8)! +24.4 +516.9 


* Excluding items in course of collection. 

+ Excluding all transit items as well. 

t Ratio of assets to gross deposits. 

§ Official total minus Lloyds Bank transit 
item. 

|| Excluding transit items. 


index of net deposits compiled by 
Lloyds Bank showed in October its 
fourth successive fall, dropping from 
109.7 to 109.2 (1954=100), com- 
pared with 110.5 at end-June, a 
peak of 110.9 last February, and 
101.2 when the credit squeeze ended 
in August, 1958. One reason for 
this change of direction has been, of 
course, the marked slackening in the 














rate of climb of advances, but 
another (and possibly even more 
important influence) has been the 
large “‘ outside’ den.and for Treas- 
ury bills, as well as an increased 
flow of funds into tax reserve certi- 
ficates. In the first seven months of 
the current fiscal year net bank 
deposits rose by only £235 millions, 
compared with increases of £542 
millions and £354 millions in 1959 
and 1958 respectively, while liquid 
assets (up by £69 millions) and 
special deposits ({142 millions) to- 
gether have this year risen by less 
than half the rise shown in liquid 
assets last year. 

In October, as our usual table 
shows, liquid assets rose by only 
£11 millions. Advances jumped by 
£28 millions. This, however, was 
mainly attributable to two banks— 
notably the National Provincial— 
and it was understood that seasonal 
factors, toyether with the tally clerks’ 
strike at the London docks, played a 
significant part. 


M. Samuel’s Market Debut 


Yet another of the City’s famous 
merchant banking houses made its 
market debut last month — M. 
Samuel & Co, founded about 1831 
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and famous for establishing the 
“Shell”? oil empire. An offer of 
650,000 ordinary £1 shares at 40s 
each, though payable in full on 
application, brought a torrent of 
applications totalling no less than 
£84 millions; the offer closed 65 
times oversubscribed. When deal- 
ings commenced the shares soon 
leapt to a premium of 15s 9d. 

The prospectus for the offer dis- 
closed total assets of about £33 
millions. Cash and money at call 
totalled £16 millions and more than 
covered the acceptances outstanding 
(£14 millions). Earnings since 1951 
ranged from a loss of £88,000 in 
1956 (attributable to losses on British 
Government securities) to a profit of 
£496,000 in the year to March 31, 
1960. 


Scottish Banks in Step 


The Scottish banks’ statement for 
October, issued last month, showed 
that a common make-up date for all 
the five banks had been agreed upon 
—the third Wednesday of each 
month, thus coming into line with 
the London clearing banks. They 
have reverted to the practice of 
separating British Government se- 
curities from other investments— 
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but not of breaking them down into 
long- and short-term securities as 
was done in their earlier statements. 
Balances in course of collection and 
transit items are shown separately 
for the first time. 

The gross deposits of the five 
banks increased by {11.4 millions 
to {786.9 millions in October. Ad- 
vances fell by a further £3.2 millions 


Oct 19, Change on 
1960 Month “Year 

{mn mn fmn 

Deposits .. 786.9 +11.4 —- 4. 
“Net”? Dep.. 694.5* + 0.1 -20.3 
Note Issues... 121.2 ' - 0.2 + 4.3 

Zo 

Liquid Assets 128.2 (16.3) + 4.7 -— 9.7 
“Free”? cash 24.1 (3.1) + 1.2 + 3.2 
Call money .. 58.5 (7.4) -— 2.7 -—27.3 
Treasury bills 40.3 (5.1) + 7.6 +15.7 
Other bills 5.3 (0.7) -—- 14 - 1.3 
Special Dep .. 7.7 (1.0) + 0.1 + 7.7 
“Risk” Assets 599.0(76.1) -— 4.7 —- 6.1 
Investments .. 265.7 (33.8) -— 1.5 -—50.4 
Advances . 333.3 (42.4) -— 3.2 +44.3 
State Boards 9.4 - 0.3 + 0.3 
All other .. 323.9 —- 2.9 +44.0 


* Excluding items in course of collection and 
transit items. 
+ Ratio of assets to gross deposits. 
} Excluding £118 millions held as cover for 
note issues. 


to {333.3 millions (in contrast to 
advances of the clearing banks, 
which rose by £31.8 millions). Total 
investments fell by £1.5 millions to 
£265.7 millions but liquid assets 
rose by £4.7 millions to {128.2 mil- 
lions (16.3 per cent of gross deposits). 
The ‘“‘free’”’ cash ratio increased 
very slightly. 


Wool Quota Abolished 


The American Administration last 
month bowed to the growing storm 
of protest and agreed to abolish the 
tariff quota on wool fabric imports 
from January 1 next. Under the 
present scheme in addition to a 
standard duty of 374 cents a lb on 
all imports of cloth a further duty 
of 25 per cent is levied until a quota 
equivalent to average US production 
of wool fabric has been filled—when 
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the duty jumps to 45 per cent. In- 
evitably, this led to a scramble by 
exporters to get cloth to America 
before the quota was filled (this year 
it was filled by March 3). From 
January 1 next a tariff of 38 per cent 
(in addition to the standard duty) 
will be applied to most wool fabrics 
and the preferential quota will be 
abolished. 

This change has been received 
with mixed feelings. Mr Maudling, 
the President of the Board of Trade, 
said bluntly, “I regard the 38 per 
cent rate as unjustifiably high ’”’, 
though he added that the new 
arrangements were a “lesser evil ”’ 
than the old. ‘‘ We shall seek to 
improve them ”’, he continued, “ in 
further negotiations at the earliest 
appropriate opportunity ”’. 


Redevaluing the Rouble 


The monetary reform announced 
for early next year gave the Russians 
an opportunity, too good to be 
missed, to correct the overvaluation 
of the rouble exchange rate while 
claiming “gold content of rouble 
raised’. And indeed the gold con- 
tent of the rouble on January 1 will 
be raised from 0.22168 grammes to 
0.987412 grammes—but since the 
rouble will be a new unit, worth 
ten of the present units, the change 
in the gold content in fact repre- 
sents a devaluation of more than 
50 per cent. The present exchange 
rate is 11.20 roubles to the pound, 
so that, in the absence of devalua- 
tion, the rate should have been 1.12 
of the new roubles; in fact the new 
rate will be 2.52 roubles. Similarly, 
the present dollar rate of 4 roubles 
will be changed to 90 copecks (the 
rouble thereby more than looking 
the dollar in the eye), not 40 copecks. 

On the whole this devaluation 
should bring Russian prices roughly 
into line with those in western 
countries: in terms of relative manu- 
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facturing costs, indeed, the rouble 
may be a little undervalued, though 
in terms of relative agricultural costs 
it is still likely to be overvalued. 
The change, however is unlikely to 
affect Russia’s export prices, which 
have always been based on world 
market prices. It will, however, 
affect the cost of holidays in Russia, 
since the preferential exchange rate 
(of 27 old roubles to the £1) hitherto 
accorded to tourists is to be abolished. 


Reluctant Litigants 


It is 65 years since Mr Justice 
Mathew’s campaign for speedier 
justice for business men resulted in 
the formation of the Commercial 
Court. This is, of course, in fact 
no more than an administrative 
arrangement within the Queen’s 
Bench Division of the High Court, 
under which commercial cases are 
heard by judges with special know- 
ledge of commercial litigation; but 
under a long succession of distin- 
guished judges, the names of many 
of whom still echo through the text- 
books of commercial law, the Court 
has contributed substantially to the 
development of the law as well as to 
the day-to-day efficiency of commer- 
cial litigation. 

In recent years, however, business 
men have shown an increasing ten- 
dency to resort to arbitration rather 
than “‘go to law” to settle their 
disputes. Speed, cheapness and 
privacy are the advantages claimed 
for arbitration, while the arbitrator 
chosen by the parties may add to a 
knowledge of the law a more detailed 
knowledge of a very specialized 
branch of commerce than even the 
most experienced High Court judge 
could be expected to have. Arbi- 
tration naturally has its disadvan- 
tages too, not least the fact that in 
the absence of organized reporting 
no body of precedent is created, 
while lawyers claim that even on 
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the arbitrators’ chosen ground of 
speed the commercial court can 
usually beat them. 

The lawyers are understandably 
perturbed at seeing their business 
going to competitors; the setting up 
of a “conference” last month to 
find out what business men dislike 
in commercial court procedure is a 
sensible step towards reversing the 
trend. Under the chairmanship of 
Mr Cyril Miller there were gathered 
together a formidable array of repre- 
sentatives of interested bodies, in- 
cluding the Committee of London 
Clearing Bankers, the Federation of 
British Industries, the Association 
of British Chambers of Commerce, 
Lloyd’s and the Baltic. 


Forecasting Public Investment 


At the beginning of last month 
the Treasury fulfilled the promise 
given earlier this year that it would 
hasten the publication of public 
sector investment plans. In the past 
two years the Economic Survey, 
published at budget time, has given 
figures of such expenditure provi- 
sionally approved for the coming 
financial year. A new white paper 
(Cmnd 1203) shows the current pro- 
grammes for 1960-61 and 1961-62, 
thus speeding up the publication of 
the figures by about five months. 
This is a long-overdue innovation: 
as the white paper itself explains, 
proposals for investment in the fol- 
lowing financial year are submitted 
by all public authorities to the Gov- 
ernment for approval each summer; 
this review is “the focal point in 
the control of public investment ”’. 

As it happens; this year’s estimates 
have been robbed of much of their 
interest by the Chancellor’s state- 
ment last June that, as part of the 
official braking action on the eco- 
nomy, the approved level of total 
public investment in 1961-62 would 
be held to that of 1960-61. At the 








time when this statement was made 
the programmes for 1960-61 totalled 
£1,730 millions and this, accord- 
ingly, was the total approved for 
1961-62. ‘The total for the current 
year has since been revised down- 


wards by £20 millions. The main 


PUBLIC INVESTMENT PROGRAMMES 


(£ millions at March, 1960, prices) 
1960-61 1961-62 





Coal.. ia oa .. 100 96 
Gas side cs .. 48 47 
Electricity .. a ‘- wae 358 
Air corporations .. 60 33 
British Transport Commn 200 175 
Roads 97 108 
Atomic Energy Authority . 44 45 
Post Office .. , .. 94 96 
Education .. - . eae 162 
Housing << ae 277 
Water and sewerage. 92 99 
Hospitals, health and w el- 
fare services - 5: on 55 
Other public investment .. 168 185 
Timing adjustment _~ “a —5 
Total (rounded) .. 1,710 1,730 





changes in the individual pro- 
grammes for the two years are 
shown in the accompanying table. 
The general tendency in recent 
years has been for the actual volume 
of expenditure to fall short of the 
level approved in advance. Pre- 
liminary figures suggest that the 
final out-turn for this financial year 
may be around £1,670 millions. 


Another Banking Merger 


The names of two more City 
banking firms were linked last month. 
The boards of Lonsdale Investment 
Trust (the parent company of Robert 
Benson, Lonsdale) and Kleinworts 
Ltd announced that they had agreed 
to recommend to their shareholders 
(whose endorsement can presumably 
be relied upon) the merger of the 
two companies into a holding com- 
pany to be called Kleinwort, Benson, 
Lonsdale Ltd. A stock market quota- 
tion will be sought in due course. 
As in several recent mergers among 
merchant banks this proposal will 
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bring together a house with a sub- 
stantial accepting and international 
banking business and one specialized 
in issuing and company finance. 
The combined assets of the new 
group will be around £60 millions, 
of which some £52 millions will be 
attributable to banking business. 
Kleinworts, Sons & Co (the banking 
side of Kleinworts) traces its origins 
to Cuba in 1792; at the end of 1959 
it had total assets of £39 millions, 
deposits of £20 millions and accept- 
ances of {12 millions. Robert Ben- 
son, Lonsdale traces its origin back 
to Liverpool in 1780; besides its 
activities in company financing it 
manages a group of investment trust 
companies and acts as investment 
adviser to several pension funds. 


Trustees and Equities 


The Trustee Investments Bill, 
which was published last month, is 
a considerable advance on the pro- 
posals outlined in the white paper 
at the beginning of this year. The 
(strongly criticized) proposal that in 
selecting securities trustees should 
obtain advice from a competent 
financial adviser “such as a stock- 
broker, accountant or bank manager”’ 
has been softened. The trustee is 
now required only to seek “ proper 
advice’”’ in writing from anyone 
‘‘ qualified by his ability and prac- 
tical experience in financial matters ” 
to give it. The proposal that not 
more than one-tenth of the fund 
(or £250, whichever is the greater) 
should be invested in any one share 
has also wisely been discarded: the 
trustee is merely required to ensure 
that the portfolio is “ sufficiently 
diversified’. As proposed in the 
white paper, up to half the trust 
fund can be invested in the shares 
of companies with an issued capital 
of not less than {1 million, on 
which an ordinary dividend has been 
paid for each of the past five years. 
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Change at the Bank — 


WO years ago two decisions from the monetary authorities were 
announced almost simultaneously. Mr Cameron Cobbold, when 
accepting reappointment as Governor of the Bank of England 
for a third term, made it clear that he had wished to retire but 
had agreed to continue pending the completion of the Radcliffe enquiry 
and any implementation of its findings; he was therefore unlikely to stay 
for the full five years. At almost the same time the forty-year-old Earl 
of Cromer was granted leave of absence from his family’s merchant banking 
business, Baring Brothers, in order to become head of the Treasury Dele- 
gation in Washington and British Economic Minister there. If there was 
any connection between these two decisions, nobody in the City remarked 
it at the time; indeed, it was not until quite recently that Lord Cromer’s 
name had begun to figure in the “ short lists” of speculation about the 
approaching change at the Bank. The announcement last month that 
Mr Cobbold will resign at the end of June next, and that Lord Cromer 
has been appointed Governor for a five-year term from that date, has 
therefore come as a surprise. It has also evoked criticism on various 
grounds, notably that the newcomer to this great office is not yet a public 
figure and is still an unknown quantity even to most people in the City. 

The burden of this criticism, it should be emphasized, is not that Lord 
Cromer is only 42. Although this makes him the youngest Governor. of 
the Bank for more than a century and the junior of every member of the 
present Court, he will be taking office only a year or so earlier than did 
the retiring Governor. The burden is that his fitness for the job cannot 
be demonstrated “‘ objectively ’’ from the visible facts of his career. Public 
opinion, having had no opportunity of gauging his personal qualities, has 
had to take the appointment on trust—and in some instances trust has 
been dimmed by doubts about what ultimate objectives the responsible 
authorities may have had in view. (Since the appointment of the Governor, 
as of all other directors of the Bank, is made by the Crown, the chief 
responsibility falls upon the Prime Minister, but the views of the Chancellor 
and his advisers on the one hand and of the retiring Governor and the 
Bank Court on the other can be presumed to carry great weight.) 

What view is taken about the future réle of the Bank? In particular 
is the present relationship between Bank and Government and Treasury, 
as evolved in the fifteen years since nationalization, exactly right ? Hardly 
anyone except a few left-wing politicians would wish to see the Bank becomé 
merely the “creature.” of the Chancellor, as Sir Stafford Cripps once 
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playfully called it. But if the Bank is to remain, as the Radcliffe Com- 
mittee put it, not only a highly skilled executant, but also “‘a separate 
organization with a life of its own, capable of generating advice, views and 
proposals that are something more than a mere implementation of its 
superior’s instructions ”’, does that mean that it should be confirmed in its — 
role as a City organ as the best means of guaranteeing the sort of inde- 
pendence that is desired? ‘The Bank in this réle has generally viewed 
economic policy through the eyes of the market-place; as Mr Cobbold 
explained a few years ago in reply to critics, it is a bank and not a study 
group. It tends to reach its decisions and recommendations by market 
judgment, even instinct, and in the light of City usage, rather than by 
economic reasoning and statistical analysis. Is it, or is it not, desirable 
for the Bank, and perhaps especially for the Governor, to try to blend 
these two attitudes, to become more at ease with the sort of language that 
has become habitual at the Treasury? There are many (including The 
Banker) who would welcome a trend in that direction—provided it could 
be made without prejudice to the paramount aim, as we see it, of keeping 
the Bank independent, with a sturdy voice of its own. But there are also 
some who would see any such trend as a sin against the light, holding that 
if economic reasoning is once allowed to qualify the instinctive judgments 
of market men, they may soon have no distinctive contribution to make. 

The new appointment, by conforming to none of the patterns envisaged 
in public discussion, has offered no obvious indication of the particular 
view of the Bank’s functions the authorities had most in mind. In principle, 
there had seemed to be only three possibilities: to promote the present 
Deputy Governor, the highly respected Mr Humphrey Mynors, who is 57, 
or a younger man from the team of well-tried full-time directors; to bring 
in some well-known professional administrator; or to seek an expert and 
experienced practical banker from among the City’s leading figures. ‘The 
first of these possibilities, it had been argued, would have been “ good ” 
for the Bank and for the country by maintaining continuity of attitude and 
upholding the modern tradition that the Governor should be first and 
foremost a banker, and one who had had long experience at the Bank. 
Mr Cobbold, though he reached the chair at 44, had served five years as 
an adviser, seven more as an executive director, and four as Deputy 
Governor; and Governor Montagu Norman, though appointed under the 
old tradition, in fact served twenty-four strenuously full-time years in 
the chair. The second type of appointment was naturally the one most 
favoured by those who hoped to detach the Bank in some degree from 
the City, to diminish the City’s influence upon it and perhaps to increase 
the Treasury’s. The third course, that of bringing in an established pro- 
fessional banker, might have been deemed good for the City and for the 
Bank—but had been widely regarded as open to challenge as being simply — 
an unimaginative relapse into old convention. 

The choice of Lord Cromer has provoked criticism on precisely that 
ground. But this is not in fact an appointment on the old pattern. The 
part-time Governors of the past were merchant bankers who served a long — 
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apprenticeship as more or less humble members of the Bank Court, and 
by the time their two-year turn in the chair came round they had become 
seasoned bankers in their own businesses. But Lord Cromer is no seasoned 
banker in whom the “ City view” has already hardened. He is a young 
man still building his career. Although lineal head of the Baring family 
—he is third Earl—he has spent little more than ten years with the family 
business, which he joined as one of its working directors in 1947, after a 
short spell in Wall Street. Educated at Eton, page of honour to King 
George V, Trinity College Cambridge: at 21 drawn into service in the 
Guards for six years, advancing to Lieutenant-Colonel and mentioned in 
despatches: serving both before and during the war on official missions 
to South America and Australasia as youthful secretary to the Marquess 
of Willingdon: marrying in 1942 the daughter of a newspaper baron: later 
becoming director of the Daily Mail and General Trust and the Royal 
Insurance Company .. . here is an authentic product of the Establishment 
and a characteristic member of the distinguished Baring family. The 
taunt that this appointment proves again the power of the “ old boy net- 
work ” was obvious enough; it is too obvious to merit serious consideration. 
The Prime Minister and his advisers have obviously made this choice in 
the full knowledge that some of these particular qualifications may be 
rated in some circles as disqualifications. Similarly, if the main desire 
had been to please the City and possibly to enhance its influence, there 
were other and better ways of doing so: it is from within the City that the 
criticisms of relative inexperience—of joint stock banking, of industry and 
of domestic economic policy—have most notably come. 

The decisive consideration, plainly, must have been a faith in Lord 
Cromer’s personal qualities and potentialities which only the few have 
been in a position to observe. But all the evidence that can be gleaned 
of his performance in his strategic réle in Washington in these past two 
years—where his responsibilities have extended to service as United King- 
dom executive director of the International Monetary Fund and World 
Bank— is consistently favourable. In the ambassadorial ré!e at international 
gatherings of bankers, his obvious prestige combined with a pleasant yet 
authoritative bearing has made an excellent impression; and his despatches 
to London are said to have revealed a wide-ranging and independent mind, 
and a well-balanced judgment. He is regarded as a strong character, 
without being an aggressive one; and although not trained as an economist 
will readily listen to, and indeed seek out, the reasons behind any advocated 
policy—before making up his own mind. 

If this necessarily subjective evaluation can be substantiated, the appoint- 
ment could prove in the end to have been a highly imaginative as well as 
a bold one. The new Governor could have precisely the qualities needed 
to achieve the delicate task of bridging the present difference between the 
attitudes of Bank and Treasury, without subservience, without dilution of 
the distinctive contribution the Bank has to make, and while fully sus- 
taining its prestige in the City and internationally.. It can be argued, 
indeed, that these aims could be best assured in any case by an appoint- 
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sometimes been heard in recent years that the Bank is too inward-looking: 
in spite of the important function of the part-time directors in being, as 
Mr Cobbold put it, the Bank’s window on the outside world, the long 
service of the Governor and his principal aides within the Bank has meant 
that they are not always precisely in touch with City practice and points 
of view. Thus the appointment from an outside house, even though not 
of a man already widely known in the City, may be calculated in the end 
to enhance the Bank’s authority there. Similarly, provided that the chosen 
Governor is of independerit mind and sturdy personality, he may have a 
better chance than would \a promoted insider of standing up successfully 
to Whitehall. And on both these grounds, if the risk can reasonably be 
taken, it may be better to have a man who comes straight to the Bank as 
Governor, instead of serving a period of indoctrination as well as training. 
However that may be, there remain many in the City who, while wishing 
Lord Cromer well, would have felt happier if he were now entering the 
Bank to serve first for a few years as an executive director, or even as 
Deputy Governor, before ascending to the full chair. As it is, he is to 
serve only five months as a part-time director. The task before him, 
however great his qualities and his industry, will be of huge proportions. 

Since Mr Cobbold (on whom a barony is being conferred) remains 
in the saddle for seven months more, this is not the moment to survey 
and appraise his governorship. ‘The impending change rightly and inevitably 
focuses attention upon new ideas and further progress: but nothing that 
is said in that context should be seen as a detraction from the achievements 
of the retiring Governor, who on his own initiative makes way for new 
blood when he himself is no more than 56. Mr Cobbold’s governorship, 
dating from early 1949, has been among the most decisive in the Bank’s 
long history, for it fell to him to be its guide in a many sided transition— 
first, on the foundation laid by Lord Catto (with Mr Cobbold as deputy), 
the working out of the new relationship to the State after nationalization; 
secondly, the rehabilitation of sterling after the shock of devaluation; 
thirdly, the dismantling of much of the wartime apparatus of control, the 
reopening of the commodity exchanges, the bullion and foreign exchange 
markets, and the great revival of the international functions of the City of 
London; fourthly, the rediscovery of monetary policy and the return to 
flexible money rates; fifthly, the eventual breach in the tradition of reticence, 
the policy of saying more and more, and the piloting of the Bank through 
the Radcliffe testimony. The performance has been decidedly less im- 
pressive in the last two of these processes than in the first three; but 
allowance has to be made for the sheer difficulties of experimentation, and 
of adapting old and almost forgotten habits to new needs. In the matters 
of paramount importance—the stature of sterling, the independence of the 
Bank and the international worth and reputation of the City—Mr Cobbold’s 
achievements are beyond question. It is a great heritage that passes to 
the new Governor; as the fifth Baring to serve on the Bank Court, he 
should be in no doubt about what that heritage signifies. 
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New Deal tor the 
Dollar? 


INCE by the facts of American politics a Democratic President is 
most likely to be elected when business is sagging and by the facts 
of international finance bis election in such circumstances is liable 
to raise, or intensify, doubts about the dollar, a Democrat entering the 
White House will probably find his economic policy torn between domestic 
arguments for expansiveness and external arguments for restraint. Mr 
Kennedy, like his celebrated predecessor twenty-eight years ago, is firmly 
impaled on the horns of such a dilemma, which though less agonizing in 
terms of human misery than that which faced Roosevelt is—largely for that 
very reason—less easily resolved. For Roosevelt the existence of 12 million 
unemployed and the breakdown of the international gold standard resolved 
the dilemma. The case for maintaining the gold parity of the dollar dis- 
integrated before such desperate facts; moreover, the steep fall in domestic 
prices offered a new, and equally plausible, criterion—to maintain the 
purchasing power of the dollar, which in the depressed conditions of 1933 
meant a dollar of diminished (and diminishing) gold value. To recall the 
portentous circumstances in which a Democrat last replaced a Republican 
in the White House is at once to throw into sharp relief the marked 
differences between 1933 and 1961. When President Kennedy is inau- 
gurated on January 20 next the American economy, though probably still 
drifting downwards and though still contending with a serious unemploy- 
ment problem, will not be depressed in any meaningful sense of the term. 
Externally, the system of international finance, though strained at some 
points by the chronic surplus of Germany and the chronic overall deficit 
of America, is working smoothly. The domestic gains (highly debatable 
in any case) that devaluation of the dollar might bring would weigh lightly 
against the disruption that it could cause to international finance. For 
this reason Mr Kennedy has little option—paradoxically, less than a 
Republican President would have had—but to put the dollar first. 
Fortunately, one result of the flare-up in the gold market in October 
was to impress on the Presidential candidates the need for restraint in 
making their promises to the electorate. Mr Kennedy’s campaign speeches 
became more and more responsible as the poll approached. Injudicious 
pledges of a target growth rate of 5 per cent and of cheap money were 
replaced by thoughtful reflections on the problems of unemployment and 
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growth, the balance of payments and the proper réle for monetary policy. 
The charge against the Federal Reserve Board was changed from holding 
too long to tight money to permitting a plunge in short-term rates (but not 
long-term) without heeding the damage that this might do to the dollar. 
This last point, as is discussed below, had already been conceded by the 
Fed, which, as its part in the grand international plan to bolster the dollar, 
had siarted to engineer a rise in money rates. As the campaign pro- 
gressed the dollar came more and more to the front—not surprisingly 
since Mr Kennedy had made American prestige the main plank in his 
platform and the dollar was the most universally recognized symbol of that 
prestige. (Future students of cold war diplomacy may well ponder the 
obeisance made to gold by both camps—the most ludicrous example of 
which was the attempt last month to disguise a devaluation of the rouble 
as an increase in its gold, and dollar, parity!) The mistrust of the dollar, 
which his opponents ascribed to his own campaigning, accordingly called 
forth from Mr Kennedy at the end of October an unequivocal statement 
that: “‘ If elected President I shall not devalue the dollar from the present 
rate’’. ‘This welcome statement helped to calm the nerves of many holders, 
both at home and abroad, and undoubtedly played a part in bringing down 
the premium on gold in London (discussed in a note on page 766). By 
the middle of last month it appeared that the immediate speculative threat 
to the dollar had been successfully countered. ‘The US authorities could 
turn their full attention to the longer-term problem of reducing America’s 


overall deficit. 


Recession under Way 


But Mr Kennedy’s Administration would ill serve America—not to 
mention the free world as a whole—if concentration on that problem were 
to divert its attention entirely from the needs of the domestic economy. Its 
task in the months ahead will be to restore confidence in the dollar while 
trying to prevent the recession in American industry from imposing a new 
phase of deflation on the world. By its very nature this task will call for 
the keenest judgment. It will also call for a ruthless re-examination of 
the policies that have been followed in recent years and an objective 
appraisal of their appropriateness in the American economy of to-day. 
Obviously, with the dollar under suspicion the dangers of experimenting 
are immense. Mr Kennedy will need to keep a firm hand on the ideas 
men whose scripts enlivened his Presidential campaign. But it would be 
a pity if the overriding need to defend the dollar were held to preclude 
any changes in the instruments or emphasis of domestic policy. For it 
is probable that only by such changes can the defence of the dollar be 
reconciled with the stimulation of the economy. : 

The desirability of giving some stimulus to the economy is now scarcely 
open to question. Industrial production, as measured by the Federal 
Reserve Board’s seasonally-adjusted index, fell by about 3 per cent (from 
110 to 107, 1957=100) between July and September; it was prevented 
from falling further in October only by the sudden, and, as it proved, short- 
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lived, spurt in automobile output. The heavy stocks of cars in dealers’ 
hands suggest that, despite the encourag'ng pick up in sales (total sales in 
October—540,000—were the highest ever recorded in that month), output 
may be cut back further in coming weeks. ‘The slackening in the tempo 
of industrial activity was reflected in the preliminary estimates of gross 
national product for the third quarter of the year, which put the total 
output of goods and services (seasonally adjusted) some $2,000 millions 
lower than in the second quarter, at an annual rate of $503,000 millions. 
(In real terms the decline was rather sharper—by $3,000 millions, or 
around 0.6 per cent.) On this evidence, therefore, the sideways course on 
which the economy had been moving since the beginning of the year appears 
to have given way in the summer to a gentle recession. Admittedly, the 
fall in production so far has been fully accounted for by the sharp decline 
in stock-building—from an annual rate of $11,400 millions in the first 
quarter to $5,000 millions in the second and nil in the third. This 
adjustment of inventories has almost certainly been quickened by general 
confidence that supplies will be obtainable when required and at prices no 
higher than those currently ruling and by the introduction of new tech- 
niques of stock control. In the course of time such an inventory adjustment 
should be largely self-correcting. But in recent months the signs have 
increased that other sectors of demand are weakening. Housing starts, 
usually one of the most reliable of the forward pointing indices, have con- 
tinued to fall: the seasonally-adjusted total for the third quarter was some 
11 per cent lower than in the second quarter and 22 per cent lower than 
in the same months of 1959. Consumers have become far more hesitant 
in their purchasing. And business men have begun to look more critically 
at their plans for investing in new plant and equipment: the latest inquiry 
by McGraw-Hill (carried out in October) indicated, however, that the 
total of such expenditure in 1961 would fall only 3 per cent below the 
$36,000 millions now expected for this year. Even more significantly 
perhaps, the steep rise in exports, which has been one of the main expan- 
sionary forces this year, has shown some signs of flattening out. 

Thus, on present showing, the only sector of the economy that is likely 
to be exerting any appreciable expansionary force in the months ahead is 
the public sector. In the third quarter total government purchases of 
goods and services were running at a peak annual rate of $100,500 millions, 
thanks largely to a further substantial increase in spending by state and 
local governments. Such spending seems certain to grow further and 
will probably be reinforced by an increase in defence expenditure by the 
federal government. How far these increasing demands from the public 
sector can take up the slack developing in the private sector cannot be 
gauged with any accuracy. Certainly, even on the least optimistic assump- 
tions it must moderate the decline. But there are serious dangers—more 
psychological than real—in relying on the public sector to pull the economy 
out of its recession. 

The most obvious of these, of course, is the effect that any substantial 
tise in federal spending would have on the look of the budget accounts. 
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Already the sluggishness of business, which has made company profits far 
less buoyant than had been anticipated when the budget estimates were 
presented last January, has caused the Treasury to revise its projected 
surplus for the year to June 30 next from $4,200 millions to $1,100 millions. 
Even that balance now looks very precarious; certainly, any appreciable 
increase in federal expenditure in the months ahead would send the budget 
into the red. In itself, of course, a budget deficit at such times should 
give no cause for concern. It would present an effective and reasonable 
means of reversing the decline in business—though admittedly the case 
for using fiscal policy thus vigorously in recession would be more evident 
to the American public if it had been used equally vigorously, by budgeting 
for a substantial surplus, to exert a brake during the years of boom. 
Unhappily, the American public seems to equate a deficit with inflation; 
as the experiences of 1958 showed the emergence of an appreciable budget 
deficit can lead to a flight from bonds—and from the dollar. 

Undoubtedly, the inflationary psychosis of the American investor— 
which has been quieted in the past eighteen months by the promise of a 
ba’anced budget—is one of the most formidable facts that Mr Kennedy 
will have to take into account when framing his economic policy. Perhaps 
the most disquieting feature of the recent rush from dollars into gold was 
that so large a part of the demand, estimated in some quarters as up to a 
third, came from American sources. 


Retreating from Bills 


From this point of view monetary policy might seem to offer a more 
acceptable means of countering the recession, since investors are less likely 
to take fright at a fall in interest rates or an increase in the cash base than 
they are at a deficit in the budget. But here again the possible reper- 
cussions on the dollar cannot be ignored. ‘The logic of the situation, as 
Mr Kennedy has implied and as the Federal Reserve Board seems tacitly 
to have admitted, is that longer-term rates should be brought down to 
help the home economy while short-term rates should be kept at levels 
that do not encourage the transfer of funds to overseas centres. Unfor- 
tunately, the institutional arrangements of the American monetary system, 
or perhaps more accurately the traditions that have grown up within those 
arrangements, make it difficult to operate on longer-term rates in the way 
that this policy would require. Since 1951, when the attempt to peg 
bond prices was abandoned, the Federal Reserve Board has normally con- 
fined its operations to the shortest end of the market, relying on arbitrage to 
transmit the effects of those operations to other parts. ‘Thus in its recent 
drive for cheaper money it has concentrated on pressing down short-term 
rates by expanding the credit base of the banks, usually by purchasing 
bills. Only in the past month, when the outflow of gold has been extremely 
heavy, has the Fed retreated from the policy of “ bills only ” (more accu- 
rately: “‘ bills preferably ’’) that it adopted in 1953—and then, apparently, 
only to purchase bonds with a life of fifteen months or less. This limited 
retreat has had its effect: the three months’ Treasury bill rate, which had 
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dropped to 2.127 per cent at end-October, rebounded to 2.624 per cent in 
the middle of last month, a movement in marked contrast to that of money 
rates overseas. How much further the Fed is prepared to move away 
from bills and what effects its incursion into the longer-term market would 
have on investors are certainly two of the most intriguing questions that 
may be answered in coming months. 

Beyond these questions of technique, of course, lies the question how 
far monetary measures, however applied, could help in stimulating the 
economy. ‘The substantial measures taken in the past six months to expand 
the credit base (the latest of which are discussed in our American Review 
on page 819) have so far had disappointingly small effects at home. In 
general it would be unreasonable to expect monetary policy to play much 
more than a permissive rédle—though it should have a significant effect on 
the demand for housing, which, as noted earlier, is one of the weakest 
spots in the economy. If Mr Kennedy wishes to take vigorous action to 
reverse the recession without increasing the American public’s suspicions 
of the dollar he will have to convince the public that in the circumstances 
a budget deficit is not inflationary. 


Attacking the Payments Deficit 


Unfortunately, in most respects Mr Kennedy’s task of stimulating the 
economy must conflict with his task of strengthening America’s balance of 
payments. Admittedly, the balance of trade, which presumably would be 
most sensitive to changes in the volume of domestic demand, is in sub- 
stantial surplus: the export surplus in the summer was running at a 
seasonally-adjusted annual rate of $5,000 millions, which, apart from the 
months following the Suez crisis, was the highest rate recorded since the 
days of Marshall Aid. American exports seem likely to be some 20 per 
cent higher this year than they were last and, with imports barely up on 
a year ago, a trade surplus of some $4,000 millions seems probable, com- 
pared with $900 millions in 1959. But closer inspection gives some cause 
for doubting whether this striking improvement can be maintained. Nearly 
two-fifths of the rise im America’s exports this year is accounted for by 
increased sales of jet aircraft and cotton, overseas demand for which is likely 
to fluctuate quite violently from year to year. A large part of the increase in 
other exports is accounted for by the dismantling of restrictions on dollar 
imports, particularly by western Europe, and may, therefore, represent a 
once-for-all adjustment. Moreover, it is possible that the strong demand 
for American goods in Europe has also reflected the pressure on domestic 
supplies and thus may ease as the home economies become less overloaded. 
For these reasons it might be unwise to draw any firm conclusions from 
the trade figures about the underlying strength of America’s current balance 
of payments—or even indeed about the competitiveness of her exports in 
world markets. | 

But undoubtedly the main cause of the weakness of America’s overall 
balance is the massive outflow of funds on both government and private 
account. The need to reduce this was stressed by both candidates in 
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the election campaign and was the theme of a directive from President 


Eisenhower last month: 
.. . We are paying out for our military expenditures abroad, governmental 
programmes of economic assistance, private long-term capital investments 
abroad, and acquisitions of short-term foreign assets at a rate of about $8,500 
millions a year. Even after netting against this figure for our export surplus 
of goods and services of nearly $6,500 millions [excluding military pay- 
ments], we have an excess of out-payments in these accounts of about $2,000 
millions. Moreover, because of net movements in other items, we are 
facing an even larger overall balance of payments deficit, which . . . may 
turn out to be not far short of the 1959 deficit of nearly $4,000 millions. 
The broad lines along which a solution should be sought are agreed by 
Democrat and Republican alike: the enrichening countries of western Europe 
should be called upon to shoulder a larger share of the burden of defending 
and developing the free world. ‘This was a recurrent theme in Mr Ken- 
nedy’s speeches and in Mr Eisenhower’s statement last month; it was 
certainly high among the topics discussed by Mr Dillon, the Under-Secretary 
of State, and Mr Anderson, the Secretary of the Treasury, during their 
visit last month to London, Paris and Bonn (especially Bonn). President 
Eisenhower’s directive outlined economies aimed at saving $1,000 millions 
a year in American expenditure overseas—to be secured primarily by re- 
ducing the number of dependants of US troops abroad from 484,000 to 
‘““not more than ”’ 200,000 and by instructing federal agencies overseas to 
“buy American’”’. Such economies would be twice blessed since they 
serve to strengthen both the external balance and the federal budget. 

Mr Kennedy will no doubt also endorse President Eisenhower’s plea 
that international institutions should “‘ use as fully as possible currencies 
other than dollars available to them ’’—a plea that clearly looks to an early 
move to full convertibility for current transactions (under the terms of 
Article VIII of the IMF) by Britain and other leading countries of western 
Europe. And he will doubtless also view with approval the spirit of inter- 
national co-operation between central banks that in the past six weeks has 
helped to reduce the incentive to transfer funds from New York to Europe. 

In these ways the external conditions for restoring confidence in the 
dollar are gradually being achieved. But in the last analysis the New Deal 
for the dollar that Mr Kennedy has promised can only begin at home. If 
Mr Kennedy is to save the dollar he must ensure that pressures on domestic 
costs do not render American exports uncompetitive—or offer too strong 
inducements to American business men to set up manufacturing plants 
overseas. He must show that by an imaginative use of fiscal and monetary 
policies he can successfully moderate the recessions and booms that in an 
economy as highly developed as America’s are bound to punctuate the 
course of economic growth. ‘To restore the confidence of overseas holders 
of dollars he must first restore the confidence of American holders. And, 
for the sake of the free world, he must do that without retreating into 
protectionism or allowing the American economy to sag into a serious 
recession. ‘The challenge is scarcely less than that confronting Roosevelt 
at the start of his Hundred Days. 
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Export Credits—Where 
Britain Lags 


By PAUL BAREAU 


HE need to stimulate exports is becoming more glaringly self- 

evident with every monthly trade return. The basic remedy for 

the weakness of the balance of payments is, of course, so to control 

domestic demand that exports and imports are kept in a reasonable 
balance. For this remedy there is no substitute—a fact that the Govern- 
ment now recognizes, if one is to judge from recent speeches of the new 
Chancellor of the Exchequer and of the Prime Minister. 

None the less, this realistic focusing on essentials does not obviate the 
need for supplementary measures. Exhortations to export more are still 
the order of the day, though it is becoming increasingly difficult to sustain 
the note of urgency with which this particular campaign began. More 
Export Councils are being set up. The Dollar Exports Council has cer- 
tainly done good work and provides a prototype for similar bodies but, 
though these can be useful, they can only be expected to achieve marginal 
results. And no more can reasonably be expected of the private organiza- 
tion that has been set up to keep fresh the idea of the European Free Trade 
Association and to publicize the trade advantages that it offers to exporters” 
within the group of the seven countries. 

More effectively, the main emphasis in these peripheral stimuli to the 
expansion of exports should be placed on the provision of bigger and better 
export credits. This is particularly true of the trade in capital goods, 
which now represent more than a quarter of Britain’s total exports com- 
pared with a mere 2 per cent before the first world war. Not only has 
the relative importance of these exports increased enormously but the 
methods by which they are financed have been revolutionized. Before 
1914 the importing countries or firms could, and did, raise the necessary 
funds by the issue of long-term loans in London. The British capital 
market was primarily geared to operations of this kind. ‘To-day that 
avenue is closed. The vast bulk of the credit needed to finance exports 
of capital goods now has to be granted directly by the exporting country, 
and more often than not by the exporting firm itself. 

The alleged inadequacy of the supply of such credit and particularly of 
the medium- to long-term credit required for really large and long-lived 
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assets, such as steelworks and power plants, is often advanced as one of 
the factors responsible for the relative decline of British exports of this 
character. Britain has been replaced as the world’s second largest exporter 
of machinery by Germany, who is now hotly challenging the United States 
lead in this field. Germany’s successes have, admittedly, been achieved 
primarily in other industrialized countries and not in the underdeveloped 
countries, which are particularly dependent on long-term credits. None 
the less, the generosity with which long-term credit can be and is offered 
by German exporters of capital goods, is held to be one of the prime factors 
in that success. 

The relevant facts in this respect have not changed appreciably since 
the publication of the Radcliffe Committee’s report last year. It was 
impressed on the Committee by all the representative associations of capital 
goods industries that the period of five years to which the Export Credits 
Guarantee Department then limited its cover was a serious handicap and 
that competitors overseas were able to offer longer credit and had in conse- 
quence secured orders that would otherwise have gone to British firms. 
Until recently the ECGD adhered rigidly to the Berne Union rule limiting 
its insurance cover on medium-term credits to five years after the ship- 
ment. The Department has, however, always offered standard guaran- 
tees to cover the period from the commencement of manufacture to the 
time of shipment, so that in effect ECGD cover has been available for 
periods of from six to nine years from the date of contract. 


New Departures by ECGD 


In the past six weeks these permissible terms have been further leng- 
thened, though without causing too serious a breach in the Berne Union 
rules. The ECGD is now prepared to match foreign competition in two 
respects. First, in selected cases where foreign competitors, supported by 
their government institutions, whether in the form of credit msurance or 
finance facilities, offer longer than five-year credits, the ECGD will be 
authorized to offer “‘ full cover on matching terms”. It has been explained 
by the ECGD that this is not to be regarded as a general dispensation to 
match all cases where such competition occurs and in particular that there 
will always have to be “strong commercial grounds” for getting this 
particular business for British exporters. In each case the onus will be 
on the exporter applying for this exceptional cover to furnish direct, and 
indisputable, evidence. that official support is being given to foreign 
competitors, enabling them to outbid him in the matter of credit terms. 
This concession gives the ECGD a conditional flexibility, the results of 
which cannot yet be assessed. It should, however, meet the most glaring 
cases in which desirable business is being lost by reason of government- 
subsidized credit competition by foreign countries. Secondly, the ECGD 
has been authorized to provide what is called ‘‘ part period’”’ cover. This 
is to meet cases where evidence of foreign competition beyond five years 
can be established but where there is no evidence that this competition is 
attributable to governmental support. Until now ECGD cover has had to 
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apply to the full length of the facilities granted by the exporter. It has, 
however, increasingly been the practice in competing countries, and par- 
ticularly in Germany, for the credit insurance agency to grant cover for a 
maximum five-year period in respect of credits of considerably longer 
currency. Some of these credits have been for eight years—for three 
of which the exporter was left uncovered. The President of the Board 
of Trade, referring recently to this particular concession, said that “ in 
these circumstances it seems right to me that ECGD facilities should 
now be made available to the UK exporter for the credit period which 
ECGD would normally cover, and that the exporter should be free to 


give the extra credit if he is prepared to do so at his own risk”’. In these 
particular cases also the exporter will be required to produce evidence of 
competition. 


The ECGD has also extended its cover by offering its ‘ dollar market ”’ 
type facilities to exports to other world markets. As part of the post-war 
dollar drive the department had been authorized to give special assistance 
to exports to the dollar markets. This included cover for stock-holding 
overseas and also for promotional expenditure on market surveys, adver- 
tising, etc. In most cases these facilities will be made available for exports 
to other markets. This is a logical development in view of the movement 
towards increased convertibility of currencies. 

In these respects, therefore, ECGD has within the last few weeks 
modernized and improved the elasticity of its facilities. It is now able to 
match any alleged unfair competition from other countries, but it will 
continue to restrict its facilities to what it regards as sound commercial 
propositions. Nor is it likely to forget the warning of the Radcliffe Com- 
mittee that ‘‘ this country is not likely to be the main beneficiary of an 
international credit race ’’. 


Finance Gap as Well? 


It is argued in industrial circles that what has hampered British exports 
has been not merely the inadequacy of ECGD insurance but the unavail- 
ability of the necessary supplies of medium-term credit even when such 
cover is provided. When the Radcliffe Committee considered this problem 
it admitted that there is a “ gap ”’ in the capital market between the limit 
of approximately eight years beyond which banks are usually unwilling to 
extend their facilities and the period of about fifteen years below which 
longer term investors, such as insurance companies, are not usually prepared 
to interest themselves. The Committee suggested that if the Governme: ‘ 
considered that insufficient assistance was being given to Commonwealth, 
or other overseas development, or was looking for the means of stimu- 
lating international trade in a time of recession, and was ready to use 
public money for this purpose, it could do so by making use of its existing 
powers in Sections 2 and 3 of the Export Guarantees Act. This particular 
proposal, however, can have relevance only to very special circumstances 
postulated by the Committee. It ought not to be made to apply to com- 
mercial transactions that are normal in everything except the length of 
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credit required to make them possible. The solution, rather, should be 
found in adapting lending techniques of existing institutions or in setting 
up new institutions—always provided that each operation in question 
should be able to claim commercial justification. 

The first possibility is for the banks, acting individually or as syndicates, 
such as that financing the Durgapur steelworks in India, to extend the 
term of some of their export credits beyond the period which they now 
deem reasonable. This, however, could not safely be done on any sub- 
stantial scale unless part of the resources thus tied up were themselves 
secured by appropriately long-term deposits from customers. The banks 
should give consideration to this problem. ‘There is no particular sanctity 
about the present and traditional form of the deposit account, withdrawable 
at seven days’ notice, or in the uniformity of the rate of interest that now 
applies by agreement to these deposits, however long they may remain 
undisturbed. Variable rates for deposits of varying terms could be intro- 
duced without striking a blow at the fundamental principles of British 
banking. Moreover, such an innovation would well match the image of 
competitive banking that the banks themselves are trying to project. 

Alternatively, the problem could be tackled from another direction— 
through the provision of special rediscounting facilities at the Bank of 
England for longer-term export credit paper. This was hinted at in the 
Radcliffe Report, which suggested that if considerations of liquidity were 





ae 





The Bank Michelangelo knew 


comes to London 


Istituto Bancario San Paolo di Torino, under the management of its London 








established in 1563 when that great 
artist was still alive, has opened a 
London Office at: 


BEVIS MARKS HOUSE 
BEVIS MARKS, LONDON, E.C.3 





Telephone: Avenue 6787/8 


Istituto Bancario San 
Head Office: 


representative, Mr. A. F. Westmacott. 
To foster goodwill, to create closer 
understanding in matters of com- 
merce, and to help business houses in 
Britain resolve their problems of trad- 
ing with Italy will be its constant aim. 


Paolo di Torino 


Turin, Italy 





*SECTION FROM ‘THE CREATION OF MAN’ BY MICHELANGELO 


788 








making the banks reluctant to stretch their facilities for export credits, 
one way of allaying that reluctance ‘‘ would be to make the paper arising 
from export credits advanced by a bank and guaranteed by the ECGD 
eligible for rediscount by the bank concerned ac the Bank of England, so 
long as it still had more than five years to run to maturity”. ‘The Report 
also suggested that such paper might be made eligible for use as collateral 
for advances to a discount house from the Bank of England so long as it 
had not more than two or three years to run to maturity. These sug- 
gestions (particularly that envisaging direct rediscounting between the 
central bank and commercial banks) would introduce revolutionary changes 
in banking practice. 

Failing arrangements of this kind, the objective of mobilizing the necessary 
resources might be attained by setting up a new institution. ‘This was also 
hinted at by the Radcliffe Committee with the suggestion that “it might 
be necessary that there should be an Export Finance Corporation, which 
could either be a government agency financed from the Exchequer or a 
semi-public corporation set up with government encouragement but drawing 
its funds from institutional investors by the issue of suitable securities ”’. 
The Committee did not, however, elaborate on this suggestion. The new 
institution could be a direct provider of credit, a guarantor, or a redis- 
counter of export credit paper. The argument against making the new 
institution a direct provider of export credits is that it would tend to divert 
to it a certain amount of perfectly good banking business. It would be 
necessary to set up for that purpose a vast and intricate piece of mechanism 
and intelligence that already exists within the banking system. ‘There is 
surely no need for such duplication. What is required is the setting up 
of an institution that could participate with the banks in long-term export 
credits, perhaps taking the additional two or three years beyond which 
present practice does not allow commercial banks to go, and/or providing its 
facilities by guarantees or rediscount arrangements. ‘The new institution 
thus would not compete with the commercial banks, but would collaborate 
with them and supplement the facilities they have to offer. 

Whatever may be the solution, the time has certainly come to give the 
subject of extended export credits more detailed consideration than it 
received from the Radcliffe Committee. The steps recently taken by the 
ECGD to lengthen its terms of cover for credits financing exports of 
capital goods are undoubtedly in the right direction. They give the 
ECGD greater flexibility in matching “ unfair competition” from abroad. 
But the limits put upon its use of this flexibility should also shelter the 
department from any accusation of starting an export credits race. ‘Time 
will be needed to judge how, and with what results, this new freedom will 
be used. There are, however, grounds for thinking that credit insurance 
is not enough and that additional resources available for such medium- 
term credits will have to be mobilized. The banking community together 
with the central bank and the appropriate government departments should 
press on with its discussions of the best way of filling this gap in the 
credit facilities available to British exporters. 
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RADCLIFFE UNDER SCRUTINY 


‘General Liquidity , 


Whether or not “‘ general liquidity ”’, 
and not the supply of money, should 
form the centrepiece of monetary action, 
as the Radcliffe Committee argued, the 
Committee's concept of liquidity has 
certainly formed the centrepiece of the 
controversies sparked off by its report. 
Several previous articles in this series 


October 1959, Mr }. Spraos, November 
1959, and Mr H. B. Rose, March 
1960) have examined this crucial con- 
cept. Here, from a different viewpoint, 
Mrs Joan Robinson of Cambridge un- 
covers an apparent confusion in the 
Committee’s exposition and indicates 
the bearing of this on its view of 





(notably those by Professor Paish, monetary policy.—EDITOR. 


By JOAN ROBINSON 


HE Radcliffe Committee’s treatment of the concept of liquidity 

has been dismissed by many critics as mere confusion. Certainly 

it is not easy to make out what the Committee intends to say, 

but we would be wrong to throw the “ ravell’d sleave”’ away; 
it contains clues which are well worth disentangling. Mr Jasay* has sorted 
one out, emphasizing the distinction between a rise in the level of interest 
rates that is generally and confidently expected to be permanent and one 
that is widely though vaguely expected to be followed by a relapse. There 
is another source of confusion in the attempt to treat a pattern as though 
it was a quantity. 

Monetary authorities, the Report points out, cannot check investment 
by controlling the availability of funds when “the money is already 
‘there’ ”’ (paragraph 388). What is the money and where is “there”? 
The money (which they expressly say need not be ‘“‘ money in the bank ’’) 
means, surely, any realizable assets, and “‘there”’ means in the legal posses- 
sion of a business or individual who is going to undertake investment. 
““Money ” in this sense means potential self-finance. 

Let us suppose that, with all-seeing eyes, we can draw up a list of the 
schemes of investment under discussion at a particular moment, which 
will be carried out over the next year or two if finance proves to be avail- 
able at about the terms which are ruling to-day. Now check through the 
list and mark off the projects that can be financed without borrowing. 
Generally speaking, a high ratio of potential self-finance to schemes in 
view is an influence tending to make investment high. An important 
motive for firms to retain profits is precisely the freedom that it will give 
them in the future to finance investment as and when they please; 
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* The Working of the Radcliffe Monetary System, Oxford Economic Papers, June 1960. 
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moreover, they may be inclined to undertake investment just because they 
have retained profits and want to use them for something or other. 
The existence of potential self-finance operates to promote investment, so 
to say, at a deeper level than liquidity in the sense of an adequate and 
elastic supply of the medium of exchange. But it is of no use to speak 
of a quantity of potential self-finance. ‘The essential point is the pattern 
of distribution of potential self-finance funds in relation to the pattern of 
the ability and will to carry out schemes of investment. 

The point can easily be seen if we consider how the pattern may change 
as time goes by. Over any period, many firms are carrying out some self- 
financed investment, most are enjoying profits and retaining some part of 
them. ‘The pool of potential self-finance is being filled as well as drained. 
For the sake of argument, let us suppose that over a particular period of a 
year or two the overall total remains pretty well constant—the rate of 
expenditure on investment financed from the funds of one set of firms is 
being continuously matched by the retention of profits by themselves and 
others. Now, within this constant total the pattern may be changing 
either way. When a large part of the disbursements are being made by 
young, lively firms and a large part of the retained profits is silting up in 
the evef-growing reserves of old, sleepy monopolies, the pattern of distri- 
bution of potential self-finance is rapidly growing less favourable to con- 
tinuing investment. Contrariwise, when the lion’s share of current profits 
is falling to the active, expanding firms who (perhaps just because they are 
keen on investment) have a high proportion of retention, new investment 
plans are growing ever easier to finance (provided that finance is to be used 
for physical investment and does not leak away through take-over bids). 


Borrowing Power and Self-Finance 


The same principle applies, though less sharply, to the distribution of 
borrowing power. ‘The schemes of investment listed under our imagined 
all-seeing eyes will partly be financed by borrowing from banks, by bor- 
rowing from other financial institutions and by new issues of various kinds. 
(We count only new issues required to finance the particular schemes on 
our list. In general, issues made in any one year are not an indication of 
the schemes of investment financed by new issues in that year. Many are 
funding operations replacing short debt by bonds or equities for invest- 
ment already completed; some are being carried out with a view to invest- 
ment one time or other in the belief that borrowing is easier just now than 
it is likely to be in the future.) The market in which borrowers and lenders 
meet is highly imperfect. ‘The Radcliffe Report is apt to speak as though 
you either can get money or you cannot. Once more the Committee 
confuses a pattern with a quantity. The distribution of borrowing power 
relatively to the distribution of the ability and will to invest is complex, 
ever changing and never precise. Moreover, borrowing power and potential 
self-finance are not independent of each other. The firms making high 
profits can choose whether to go in for a low retention ratio so as to enhance 
their power to borrow by new issues or for a high retention ratio to make 
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borrowing less necessary. Yet with a sophisticated market, a high propor- 
tion of self-finance may also enhance a firm’s reputation as a borrower. 

All this cannot be simply described in terms of how much money is 
‘“there”’, but the concept that the Committee tries to express in that 
phrase is highly relevant to the problems it wants to discuss. Let us see 
how it relates to liquidity in the narrow sense—the supply of the media 
of exchange—and to problems of monetary control over investment. As 
usual, the Report tangles up a number of distinct questions which have to 
be sorted out. 

First, there is the question: What difference would have been made to 
the rate of investment this year if the level of interest rates had been 
higher? This is a hypothetical question. Even our imagined all-seeing 
eyes would not help us to answer it. We cannot observe two different 
levels of interest rates except at two different dates, and between the dates 
much will have altered besides the interest rates. However, by indirect 
means, we can get a general impression of the influence of higher as opposed 
to lower interest rates. The Committee concludes that the effect upon 
borrowing is not in general very important. This conclusion evidently 
applies a fortiori to the utilization of potential self-finance. If the prospect 
of having to pay higher interest is a weak impediment to borrowing, a 
prospect of having to forgo higher yields is a still weaker impediment to 
drawing on reserves. On this ticket, therefore, a pattern of distribution 
of potential self-finance that is favourable to investment lessens the effect 
(in any case weak) of differences in the level of interest rates upon the state 
of overall activity. 

Now we come to the question of the influence of the total quantity of 
money in the narrow sense (cash and deposits in the regular banks) on the 
level of activity. A rise in the overall rate of investment between one year 
and the next, with its “ multiplier effect’ increasing expenditure also for 
consumption, requires an increase in the amount of money in the pipe- 
lines of circulation (even when money wage rates are not rising). When 
the banking system refuses to allow the overall total of money to increase, 
there is a rise in overall average “‘ velocity of circulation”’. Does this 
involve a rise in interest rates and so have some effect (for what it is 
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worth) that tends in the direction of damping down the rise in activity ? 

To get some light on this question, let us run our all-seeing eyes over 
the schemes of investment about to be carried out. Part will be self- 
financed ; for these, a part of the finance has long been in the bank in a quite 
literal sense (surprisingly often actually in a current account). The dis- 
bursement of this finance automatically supplies money to the active circu- 
lation. It may well supply even more than is needed. If the proportion 
of the extra investment financed by disbursing cash reserves held speci- 
fically with such an end in view is sufficient to provide more cash than is 
required, over a certain period of time, there must be a reflux of deposits 
into idle balances somewhere in the system and a softening rather than a 
hardening of interest rates. Once more it is the pattern of ownership that 
matters, not the overall total of cash in existence. Howeve1, the Committee 
dismisses this whole question as a mere hangover from discarded habits of 
thought, and there is no need to find a fresh stick to beat a dead horse with. 


Capital Losses and Investment 


Next comes the question on which the Committee has exposed itself 
to the sharpest criticism and yet on which the idea that it is groping 
after is the most cogent. ‘That is, the question of the effect of a rise in 
the level of interest rates in reducing liquidity by causing a fall in capital 
values. As the Committee puts it, in terms of balance-sheet values (393), 
it seems to attribute to financial institutions a weak-minded reluctance 
to record on paper a real loss. As Mr Jasay has pointed out, the actual 
situation is the opposite. A sharp, unforeseen rise in interest rates, 
especially when it is advertised as part of a national crisis, is not expected 
to last. Anyone who sells securities when they are temporarily down is 
converting a paper loss into a real one. 

How does such a believed-to-be-temporary rise in interest rates affect 
self-finance ? Where the money is “there” in the form of a portfolio 
{not literally in the bank), disbursing it will involve realizing capital in one 
form or another on unfavourable terms. Short loans are now to be 
preferred. ‘To close this obvious escape hatch in an emergency the Com- 
mittee wants to see the rise in interest rates backed up by a credit squeeze 
that specifically strikes at bank advances (395), though it recognizes that 
over the long run resort to non-bank sources of finance is thereby encouraged. 

Assuming that short-term accommodation is not to be had and that the 
sacrifice on realizing capital now rather than later is considerable, it may 
appear to some firms desirable to postpone investment until the expected 
recovery in capital values has occurred. ‘This, presumably, is unlikely to 
affect schemes already started or even those already contracted for: it 
operates by delaying schemes that otherwise would have been started. 
(For this reason a credit squeeze may be expected to reach its full effective- 
ness some time after the crisis that it was designed to meet has passed off.) 

Similarly for the schemes to be financed by borrowing. Where the 
quantity of borrowing power of a firm is limited, it is better to use it when 
favourable terms can be obtained. Issues will not be made in a weak market. 
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that is not expected to last leads to a postponement of investment schemes. 

But this effect is weak and unreliable. On the opposite tack there is no 
reason to believe that there is any effect at all. A fall in interest rates that 
is expected to be reversed, certainly, is favourable to borrowing and to 
moving potential self-finance out of securities into cash; but while there 
may be occasions when it is impossible to make investment without bor- 
rowing, there are none when the fact that borrowing has taken place forces 
investment to be done. 

Shock treatment that consists in an occasional unexpected rise in interest 
rates loses its efficacy if it is used often; all the more so if it is advertised 
as official policy. ‘The knowledge that this sort of thing is liable to happen 
produces a general permanent preference for cash (it brings about a rise 
in liquidity preference in the most literal sense). This either does or 
does not mean a permanently higher average level of interest rates, according 
to whether the banking system does not or does meet the extra demand 
for money. Either way, according to the Committee, it makes precious 
little difference to investment, for it is the experience of a rise in interest 
rates, not the existence of a high level of rates, that restricts activity, except 
perhaps in house-building. (Whether they are right in this view, and if 
so, whether the moral to draw is that we ought to aim at a permanently 
low long-term rate for the sake of housing, is quite another story.) ‘The 
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In so far as less borrowing means less expenditure, a rise in interest rates 























credit squeeze, “ striking at bank advances’, in the Report, seems to be 
aimed mainly at reinforcing the effect of a fall in capital values in inhibiting 
expenditure, by preventing resort to borrowing as a substitute for realizing 
a loss on capital. 

But over and above the function of making the shock treatment effective, 
striking at bank advances has an obvious direct effect in checking activity. 
Once more, run all-seeing eyes over the schemes of investment being 
planned for the next few years, including those which consist in building 
up working capital for a higher rate of activity (or to look after raised wages 
costs), supplying credit to foreign buyers, etc. Amongst those that cannot 
be self-financed because the money is not “ there’, some depend directly 
upon bank advances; where bank advances are refused they just have to be 
scratched. 

This instrument of control, as the Committee recognizes, also becomes 
blunted by use. Lending to frustrated would-be clients of banks is a side- 
line for other institutions, which they are developing in any case as a regular 
business. When a squeeze is on, it is highly profitable business; a belief 
that squeezes will occur from time to time is a motive for them to maintain 
more liquidity than they would otherwise have done in order to be able to 
take advantage of it when it occurs. ‘This (like the similar motive to keep 
potential self-finance liquid) has the effect of causing a permanent increase 
in the demand for money, while very much weakening the effect of temporary 


restrictions on supply. 


Monetary Policy—a Myth? 

All these methods of restriction, in so far as they work at all, work in a 
highly discriminatory manner; as the Report puts it, they are “ direc- 
tional’; they bite hard on investment financed in some particular ways 
or on firms of some particular types, while leaving others untouched. ~- 

This does not mean that they are discriminating or directed to the 
selection of schemes of investment that ought (on any criterion) to be dis- 
couraged. Indeed, what are usually regarded as the most worthy—the 
development by young firms of new inventions and ventures into fresh 
export markets—are the easiest to kill. The authorities, believing them- 
selves to be caught in a crisis, are using the blunt instruments which happen 
to be to hand, to hit whatever they happen to be capable of hitting. Such 
expedients belong to the same category as the expedient of balancing the 
budget by cutting the pay of the armed forces. 

Global, overall totals and averages are convenient theoretical abstractions. 
They do not really exist in real life. In real life there are particular indi- 
vidual cases and the pattern of relations to each other that they are in the 
course of forming. Monetary policy as a rational, impartial and effective 
means of controlling total demand always was a myth, whether expressed 
in terms of a crude quantity theory or in more subtle modern sophistries. 
The Radcliffe Report, certainly, does not show much enthusiasm for the 
myth. If its authors had followed systematically the clues entangled in 
their own thought, it would have shown even less. 
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As I See It... 


By SIR OSCAR HOBSON 




















Britain and the Dollar 


Y all accounts the annual meeting of the World Bank and the 
International Monetary Fund—the recognized forum for high level 
discussion of international monetary policy—was this year an 
unusually tame affair. It cannot, however, be said that the events 

that have developed in this sphere of international monetary relations in 
the weeks since the Washington meeting took place have been correspond- 
ingly without interest. On the contrary, there have been comparatively 
few periods even in these post-war years in which monetary events have 
attracted greater attention from the public. There has been, first and 
foremost, the alarming “‘ run’”’ on the dollar culminating in a loss of gold 
by the US Treasury of 3175 millions in a single day and around $300 
millions in a single week at the beginning of November. ‘There has been 
the dramatic scramble for gold on the London bullion market which on 
one or two days drove its price up from the parity equivalent of just over 
$35 an ounce to more than $40 an ounce. And, finally, there have been 
the hesitant and necessarily ineffective attempts of various European 
monetary authorities, notably our own and the Germans, to lend a helping 
hand to Washington by reducing their Bank rates so as to mitigate the 
centrifugal forces drawing internationally mobile funds away from America. 
Some of the matters arising out of these events clamour for comment. 
First and foremost is the American monetary drain, its causes and the 
remedy that is so widely being prescribed for it, i.e. revaluation upwards 
of gold in terms of dollars, or devaluation of dollars in terms of gold. The 
main economic facts underlying the pressure on the dollar are plain enough. 
America is not suffering, as we are, from an adverse balance of trade. Her 
physical trade account is in surplus. But her overall balance of payments 
is in deficit, thanks to her heavy defence expenditure abroad, her foreign 
aid programmes and her large-scale (around $2,800 millions a year) private 
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investment abroad. There is nothing new about this and, indeed, the 
latest figures of America’s overseas deficit, though formidable, are not 
notably larger than the average of preceding years. 

What is new is the recovery of confidence in the main European cur- 
rencies which has followed the restoration of convertibility and, of course, 
the development in recent months of exceptional differentials between the 
short-term interest rates ruling in the United States on the one hand, and 
Britain and some other European countries on the other. 

The “ pull” of favourable interest rates has led to withdrawals of 
foreign balances held in America and to some “ flight ”’ abroad of American- 
owned money. But that is not the whole story. For the first time since 
the early ’thirties distrust of the dollar has become a factor stimulating 
the movement of funds across the American frontiers. For the first time 
people have sold dollars for gold because they feared the dollar might 
presently fall in gold value. 

On the figures one would still not rate that risk as imminent. Even 
now, after three years or so of steady drain, the American gold stock at 
around $18,000 millions, or say £6,500 millions, is about six times our 
own holding and nearly three times Germany’s holding of gold and dollars. 
It would last quite a long time even at the recent rate of outflow, provided, 
of course, that the metal—around two-thirds of the total—earmarked as 
cover for Federal Reserve system note issues, etc, were released. 

Nevertheless, as we in this country know only too well, it is very difficult 
to restore full confidence in a currency once confidence has been weakened. 
“Runs ” on currencies have a habit of snowballing beyond all rational 
calculation. It would seem to me that the first test of President Kennedy’s 
capacity for statesmanship will lie in his success or failure to restore the 
world’s faith in the stability of the dollar. Certainly, if through weakness 
or indecisiveness he were to allow the dollar to drift into devaluation, he 
would gravely undermine his reputation and his power to carry through 
the progressive policies, external and domestic, that he sketched out in his 


election campaign. 


Golden Fallacies 


There are, however, people of standing here and in America and else- 
where who would have him devalue the dollar as an act of deliberate policy. 
He forswore any such intention during his campaign, but if the industrial 
recession in the United States became serious, he might be induced to 
follow in the footsteps of his eminent Democratic predecessor, Franklin 
D. Roosevelt. The basic arguments for raising the currency price of gold 
are by now so hackneyed and well known that one hesitates to repeat 
them. Very shortly, they are (1) that there is not enough monetary gold 
in the world to finance an expanding world trade, and (2) that as every 
other commodity has risen in price since the war, why should the price 
of gold also not rise? The case was presented anew, a week or two ago, 
in the columns of The Times by Sir Frederick Leith-Ross, who has had a 
doubly distinguished career as a high Treasury official and a banker. Sir 
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very well that the dollar of 1960 is not the dollar of 1934, any more than 
the pound of 1960 is the same as the pre-war pound . .. it is unfortunate 
.. . that the US authorities should regard the maintenance of the pre-war 
price of gold as a matter of prestige”’. He asserts that these authorities 
are “ reducing the real value of gold’ and, with it, “ the volume of inter- 
national liquidity in relation to the volume of world trade”’. He argues 
that the need to increase international liquidity has become generally 
recognized and he concludes by recommending that the dollar value of 
gold should be increased in the same ratio as the purchasing power of the 
dollar has declined. Other countries would follow suit with a corresponding 
readjustment of the price of gold expressed in their currencies, except in 
cases (such as that of Germany, no doubt) where a country wished to 
establish an alternative parity for its currency. 

Thus Sir Frederick Leith- Ross—and I must say that I couldn’t easily dis- 
agree more. To begin with, even if one accepts (which I do not) the 
thesis that international liquidity needs to be increased, what is the logic 
for raising the dollar (or other currency) price of gold in the same ratio 
as the general rise in commodity prices? Gold is a metal predominantly 
used for monetary purposes. The amount required for the arts and in- 
dustry is small; the demand for these purposes has not risen significantly 
despite the maintenance of the price at pre-war level. Gold stands on a 
different footing from all other materials. 

What Sir Frederick is advocating is a more than doubling of the dollar 
price of gold—a degree of increase that strikes me as quite extravagant. 
In the experience of the past fifteen years I cannot, indeed, find any 
evidence of a need to increase international liquidity at all—or at all events 
to increase it more than has been and is being done through the various 
arrangements for economizing in the use of gold, which have been brought 
into being by the IMF and other organizations and, one may add, through 
the redistribution of America’s gold. ‘Throughout the period the western 
world has been struggling against successive attacks of inflationary pressure. 
It is true that there has been a substantial fall in basic commodity prices 
from the towering heights reached at the end of the war and again in 1951, 
and it is true that there have been ups and downs in industry and trade. 
Nevertheless, what all governments have had to contend with has been 
rising prices and rising costs and overfull employment. There has been 
no sign since the end of the war of a return of the deflationary conditions 
of the thirties, and there is no sign now. In the circumstances, to double 
at one fell swoop the gold basis of the world’s currencies would be to 
place governments under a temptation which the past behaviour of the 
great majority of them has given us no ground whatever for supposing 
that they would resist. If the supply of new gold were to fail owing to 
rising mining costs, that would be a reason for a moderate increase in the 
currency price of gold. So far there has been no failure of supply and 
I can see, therefore, no ground for any increase in price, let alone so 
extravagant a one as Sir Frederick advocates. 
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And now I turn to the central banking action which the flight from the 
dollar has evoked in Europe, and particularly to the reduction of our own 
Bank rate from 6 per cent to 54 per cent on October 27. This reduction 
was made in the face of a continuance and even deterioration of the adverse 
domestic economic conditions that had brought about the rise from 5 to 
6 per cent in June—an excess of internal demand and a rising deficit in the 
balance of trade and, by inference, of all current payments. 


Victorian Traditions 


It was made solely on externa] grounds—to help to stem the outflow of 
“hot money ” from America or at any rate to make a gesture of helpfulness 
to the Americans. Now this was good nineteenth century behaviour. If 
foreign funds and gold began to flow to London from abroad then the 
established practice was to reduce the Bank rate and so render the remittance 
of money or of metal to London less attractive. In those days there was 
no other course open to the Bank of England. The only available indicators 
were the trend of the exchanges and the direction and strength of the gold 
flow. Given those, Bank rate action became “ automatic’. But nowadays 
we claim to have moved far ahead of the Victorian era. We have devised 
new statistics of trade and payments and production and demand. And yet, 
while virtually all these pointed to the need for continued, and even aug- 
mented, restriction of credit and higher rates of interest, we suddenly revert 
to Victorian type and reduce rates in order to slow off the gold inflow. 

Now it so happened that, about a week before the Bank rate was lowered, 
another Victorian tradition was being re-enacted. The Lord Mayor of 
London was giving his annual banquet at the Mansion House to the leading 
bankers and merchants of the City. At this dinner, following, I think, 
more recent custom, the Chancellor of the Exchequer and the Governor 
of the Bank of England were the principal guest speakers. ‘They took the 
opportunity, as they commonly do, of unburdening their minds of their 
thoughts on the current economic situation and on the high policy which 
it might entail. I found their thoughts very interesting, but very puzzling. 

The Chancellor was gloomy and stern. It was too soon to talk of demand 
becoming insufficient. Restrictive measures would be eased as soon as it 
was safe to do so. But imports were rising and exports were falling and 
the budget deficit was higher than a year ago, and wages and salaries were 
rising and “‘a heavy responsibility rests on all concerned to guard against 
actions which would increase the general level of our costs and bring to 
an end the price stability which has been one of the most valuable and 
welcome features of the past two and a half years”. Mr Selwyn Lloyd 
acknowledged, indeed, that a good deal of foreign money had been attracted 
to London by the present level of our interest rates, but neither then nor 
after the lowering of the Bank rate (when he spoke to the Institute of 
Directors) did he try to reconcile his action in agreeing to the reduction 
with his repeated dictum that credit restriction must be maintained. 

The Governor was rather more articulate. Nothing must be done to 
“risk starting the pot boiling again”, but it “would be equally unwise 
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(having also in mind developments in other centres) to maintain too much 
rigidity for too long in our credit restrictions merely for fear that minor 
adjustments might be misinterpreted as a change of direction”. ‘To Mr 
Cobbold, therefore, the 4 per cent fall in the Bank rate is a demonstration 
of flexibility for flexibility’s sake, influenced to some extent, if one may 
freely interpret the words in parenthesis, by thought that it might please 
the Americans and encourage the Germans to reduce the Bundesbank rate. 


Pill for an Earthquake ? 


There are several things that I find unsatisfactory about this case of 
Mr Cobbold’s—assuming my interpretation to be correct. As the Germans 
have a strongly favourable balance of trade and balance of payments, 
whereas we have neither, I do not see why we should go out of our way 
and against our own interests just to persuade the Germans to follow a 
course that their own economic circumstances plainly mark out for them. 

As for a $ per cent reduction (or even a 1 per cent reduction, if, as many 
people seem to expect, the second bite of the Bank rate cherry is to follow) 
helping the Americans get their balance of payments into order, this seems 
to be rather like prescribing a pill to cure an earthquake. If the Bank rate 
comes down to 5 per cent, our Treasury bill rate may be in the region of 
44 per cent, whereas the American rate is around 2} per cent. Is it really 
suggested that a 2 per cent differential as against a 3 per cent one before 
our Bank rate was reduced is going to make much visible impression on the 
American problem? Is it really contended that it could reasonably be 
demanded of us in our serious balance of payments difficulties—heavily 
underlined by the October overseas trade gap—that we should relax our 
credit squeeze to the extent of cutting by 4 per cent, and perhaps 1 per 
cent, the interest charge on every bank overdraft ? 

In this context Mr Cobbold said something else that deserves attention. 
He said that monetary policy, ‘‘and Bank rate particularly ’’, exercises 
greater influence now than in earlier post-war years, and he suggested 
that the Radcliffe Committee, had it sat two years later than it did, might 
have arrived at conclusions less disrespectful to the Bank rate. On the 
other hand, he played down the importance of the “ special deposits ’’—a 
“technical device’ of which he was “ not enamoured’”’. In that I very 
much agree with him, but it does not leave me the less baffled at his willing- 
ness to regard a cut in the Bank rate as a mere minor adjustment and not 
‘a change of direction ”’. 

My own judgment of the situation based on the Chancellor’s survey, 
the latest trade figures and the ever-growing and inadequately resisted 
wage claims, is that we shall presently need stiffer and not casier controls 
on spending, not only to remedy the balance of payments problem, but to 
prevent a major break-through on the price-stability front. If the Bank 
rate and monetary policy are deemed even by their supporters like the 
Governor to have shot their bolt, there remain, of course, the fiscal controls 
for which Mr J. C. R. Dow so forcibly pleads in the November issue of 
the Westminster Bank Review. 
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Bigger Groupings for 


Eastern Banks 
By GEOFFREY TYSON 


N one of his earliest published writings, Indian Currency and Finance, 

1913, Keynes said: “ ‘The Exchange Banks proper fall into two groups 

—those doing a considerable proportion of their total business in India 

and those which are no more than agencies of large banking corpora- 
tions doing business all over Asia . . . in the first group there are six banks 
. .. the other four are primarily Indian”. And later: ‘‘ Exchange banking 
is no business for speculative or enterprising outsiders . . . much of their 
business is like that of any other bank ’’, though Keynes devotes the next 
twenty pages to explaining how different in fact exchange banks are from 
other banks and to analysing what he calls “the most characteristic part 
of their transactions’. Making due allowance for the somewhat different 
conditions of to-day, Keynes’s analysis retains a certain validity, though 
in the intervening 47 years India has ceased to be the axis from which 
all other British banking in Asia radiated outwards—indeed a great deal 
of the exchange banks’ more recent growth has taken place elsewhere. 
None the less, if there is a point in time and space to which the genesis 
of British exchange banking can be related it is the India of the mid- 
nineteenth century. For the best part of 100 years the original pattern 
remained unchanged; only in the last half-dozen years have important 
regroupings of interests taken place. 

A certain solemnity and decorum habitually attend public pronounce- 
ments made on behalf of British overseas banking interests and it was not 
to be expected that such re-groupings would have the same impact on the 
headlines as the mergers of other and better known institutions operating 
nearer home. Yet they are important because (among other reasons) the 
exchange banks have greatly enlarged their activities since Keynes was 
writing about them and to-day their sphere of operations is by no means 
confined to Asia but includes parts of Africa and the Levant, as well as 
almost every stopping place on the long run from Suez to Hong Kong 
and Taipeh. Vast post-war political changes all over Asia, bringing with 
them new constitutional and monetary sovereignties, the growth of indi- 
genous banking and the requirements of national economic plans, have 
set new problems for institutions whose original banking practices derived 
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from the laissez-faire philosophy of the nineteenth century. How well 
they have adapted themselves to the new conditions of life may be gauged 
from the generally prosperous state of their affairs depicted in their annual 
reports to shareholders. 

Before considering the most recent developments in the world of exchange 
banking we may, for the record, briefly note three of the attributes that 
are common to all banks operating in this field. All of them have close 
links with London. Historically, the exchange banks have concentrated 
on the finance of international trade through the medium of the bill drawn 
on London; but nowadays advances to local manufacturers and merchants 
play a bigger part in their operations and they are becoming increasingly 
involved in the affairs of industry, thus tying up funds for longer periods 
than is required in the ordinary course of bill business. ‘To some extent, 
therefore, the old maxim about a quick turnover and a small profit no 
longer applies to the whole area of their operations. Finally, patris est 
filius; the exchange banks rely significantly on Scottish recruitment and 
Scottish banking experience at all levels of their administration. 


Responding to Changed Conditions 


In the decade and a half since the second world war there have been 
far-reaching constitutional and political changes in many of the countries 
in which the exchange banks operate. The banks have adapted them- 
selves with considerable skill and understanding. to the new conditions and 
have come to terms with the economic revolution that is taking place in 
Asia and Africa with less discomfort than probably any other sector of 
Western business enterprise. In 1913 Keynes noted that no entirely new 
exchange bank then surviving had been founded between 1864 and 1910, 
the year in which the Eastern Bank first saw the light of day. Nor, indeed, 
were there to be any new ventures in the next fifty years. The period 
between the first and second world wars was one of mainly steady growth, 
whilst since the second world war the most noticeable developments have 
been the loss of a valuable connection with mainland China (affecting 
chiefly the Chartered and the Hongkong and Shanghai banks), for which com- 
pensation has been found in successful enterprises elsewhere, and some 
reshuffling of proprietorial interests that has resulted in exchange banking 
falling into three main groupings. 

As befitting the oldest of the exchange banks, the Chartered Bank 
(founded in 1853 and to some extent the prototype of the others) was the 
first to enlarge its stake in post-war exchange banking by the acquisition 
of the whole of the share capital of the Eastern Bank in 1957. ‘Though the 
Eastern had developed considerable connections in the Middle Fast, it 
remained the youngest and smallest of the exchange banks; in an age that, 
in many matters, places a premium on size there was a logical case for 
association with a larger organization. ‘This found an answer in the sale 
of a controlling interest to the Chartered, which—despite the loss of 
business in mainland China—had forged confidently ahead in the post-war 
years. Soon afterwards the Chartered took over the Cyprus branches of 
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the Ionian Bank and at a later stage entered Iran through its participation 
in the newly-formed Irano-British Bank, Teheran, in which, with the 
Eastern, it holds a 49 per cent share. 

A second new grouping emerged in the proprietorial link that now exists 
between the Hongkong and Shanghai Banking Corporation and the Mer- 
cantile Bank and the British Bank of the Middle East. All these are old- 
established institutions and their combined organizations stretch across 
almost the whole of the eastern hemisphere. The Hongkong is the con- 
trolling shareholder in the other two banks. The extent to which this 
alliance permits administrative streamlining and other benefits an outsider 
cannot say. Perhaps not very much, as the main activities of the banks 
lie in different parts of the Orient and (except briefly in India) they do not 
intersect. But by virtue of its own position and its large investment in the 
other two banks, the Hongkong and Shanghai Banking Corporation now 
has a very big stake in exchange banking; its present rdle is the more 
remarkable when one remembers that less than twenty years ago its head- 
quarters were in the hands of the enemy and British enterprise in the Far 
East seemed to lie in ruins. 

Eariy last month further details were made known of the forthcoming 
amalgamation—the third of the major re-groupings—of the business of 
Lloyds Bank’s eastern branches in India, Pakistan and Burma with that of 
National & Grindlays Bank, the second oldest of the exchange banks, 
By the agreement between the two banks, Lloyds will exchange the direct 
banking responsibility hitherto exercised through its branches in South 
Asia for an indirect interest in the form of a substantial but minority share- 
holding (approximately 25 per cent) in National & Grindlays Bank, which 
already has more than thirty branches in India, Pakistan and Burma and 
eighty others in Ceylon, Aden, Somalia, East Africa and the Rhodesias— 
offices in the last-named territories coming to it with the acquisition of 
Grindlays Bank from the National Provincial in 1948. Until this latest 
deal National & Grindlays main post-war expansion had been in Africa. 

By the very nature of their business the exchange banks are required 
to assess and accept certain risks that are not necessarily encountered in 
ordinary banking. In every case they operate in a number of countries at 
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varying levels of political experience and economic development. Founded 
for the most part in the middle years of the nineteenth century, they began 
operations under the friendly protection of the prevailing Pax Britannica. 
This lasted until the end of the second world war, since when a series of 
enactments have substituted independent self-government for the former 
British rule. In the long run these statutes probably strengthen the 
position of British overseas enterprise, but experience shows that new 
economic policies, including new monetary sovereignties, invariably follow 
in the wake of political independence and, for a time at least, bring with 
them new and difficult problems. 

But as all of the countries in which the exchange banks operate want 
more, not less, banking facilities their presence is welcomed, and generally 
they enjoy good relations with the authorities and with the local banks. 
The fact, too, that, in addition to ordinary banking business, they are able 
to provide specialist services in the sphere of international trade counts for 


BRITISH EXCHANGE BANKS IN INDIA 
(as at December 31, 1959) 


Loans Govern- 
Bank No. of Total Total and ment 

Branches Assets Deposits Advances Securities 

(Rs 000) (Rs 000) (Rs000) (Rs 000) 
National & "age Bank... va 18 88,96,59 58,30,68 37,50,20 9,95,65 
Chartered Bank . “ gia 10 59,78,72 45,28,74 32,68,68  7,63,43 
Lloyds Bank - - a ea 10 51,97,72 44,07,57 24,84,07 12,22,38 
Mercantile Bank 7 24,29,63 19,86,01 12,80,90 2, 90,83 
Hongkong and Shanghai Banking Corp 2 11,08,74 895,43 5,47,99 1,84,58 
Eastern Bank 3 10,02,74 6,18,72 4,14,71 1, 35, 74 

British Bank of the Middle East 1 6,70,69 1,93,64 1,75,62 
Foreign Banks 

Bank of China 2 9,80,06 5,18,36 3,16,24 1,05,04 
Bank of Tokyo . 2 9,94,17 1,97,39 5,02,67 29,66 
First National City Bank of New York 2 22,86,00 21,19,98 2,94 3,18,18 
Netherlands Trading Society .. 3 6,72, 85 (1 78, 78 2 04, 37 61 ,70 





(Source: Statistical Tables pw wrans to aati in India for the year 1959, published by the 
Reserve Bank of India. Figures summarize the business of the banks in the Indian Union; 
comparable statistics are not available for the other territories in which the banks operate.) 


much in countries that are desperately looking for new overseas trading 
opportunities. ‘The volume of international trade has risen regularly year 
by year, and a glance at recent balance sheets shows that the volume of 
trade bills discounted and purchased by the exchange banks has also 
moved steadily upwards. This means that the proportion of their total 
resources that the exchange banks are called upon to earmark for the move- 
ment of goods and commodities practically never contracts; if they are to 
do more of their own particular kind of financing they must have a steady 
flow of deposits wherever they may trade. Taking India again as a case 
in point, the exchange banks have to work in the company of highly enter- 
prising local joint-stock banks that are rapidly enlarging the banking 
frontiers of the economy. Ina recent address the Governor of the Reserve 
Bank pointed out that in the four and a half years since the second five-year 
plan was launched the number of banking accounts in the country had 
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risen from 3,700,000 to 5,400,000 and scheduled banks’ deposits from 
Rs 1,000 crores (in round figures) to Rs 2,000 crores. Expansion at this 
pace should leave ample scope for all classes of banking. 3 

Even so, the exchange banks have their own peculiar problems. Staffing 
is no longer easy: competition for jobs overseas is not as keen as it was 
before the war, while at the same time due regard has to be paid to claims 
for a place in the administration by nationals of the countries in which 
the banks operate. It is not always possible to satisfy everybody’s demands 
and continue to provide a first-class banking service. Many of the newly 
independent territories have run into foreign exchange crises, and the 
special measures they have adopted to meet their difficulties throw heavy 
responsibilities on the banking system—particularly that part of it that 
deals with foreign transactions. Import restrictions prevail over large parts 
of Asia and almost every country has a national plan and an export pro- 
motion programme. Economic nationalism is not so much vicious as over- 
exuberant: it is an article of faith that economic growth must be pressed 
ahead at a forced, and hence often artificial, pace. The exchange banks, 
whose business it is to try to serve impartially all sections of the public, 
stand in the midst of all this. That they continue to enjoy the confidence 
of the authorities and the goodwill of so many peoples is perhaps the best 
tribute to the prudence with which they have conducted their affairs over 
sO many years. 


An Artist's Sketchbook: No. 80 


BRITISH BANKS IN TOWN AND COUNTRY 


Hambros Bank, Holborn 


AMBROS branch in Holborn is at the corner of Ely Place, a 
Hicsicee retired street of great character and interest. One side is 
surrounded by the buildings of Bleeding Heart Yard and at the front 
a porter’s lodge and iron gates give the street an exclusive appearance. 
This entrance, Jike the entry to Ely Place from Hatton Garden, is closed 
at curfew. Ely Place retains its traditional liberties and privileges; a writ 
cannot be served there and the police have to seek permission before 
entering. Readers of Shakespeare will remember the strawberries which 
grew in the garden of the Bishop of Ely’s Palace and the Bishop’s Chapel 
remains to this day as St. Etheldreda’s Church. Queen Elizabeth’s Chan- 
cellor, Sir Christopher Hatton, lived here—hence Hatton Garden. 
Hambros itself has an interesting history, of course. The firm was 
founded in Copenhagen and came to London in 1839. It is now the 
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biggest of the City’s merchant bankers. The Holborn branch, in a well- 
designed modern Georgian style, was opened in December, 1956. It 1s 
the principal bank for the London diamond trade. Hambros connection 
with this trade goes back to 1940, when refugee diamond merchants and 
cutters from Holland and Belgium arrived in England and set up in 
business with the help of finance from Hambros. 
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ANNUAL BOOK 
SURVEY 








HE first question to be asked about any book on economic affairs 

is not “is it good?” but “is it relevant ?’’. What insight does 

it afford into the basic problems of the day ? What, for instance, 

does it tell us about the processes of economic growth, about 
the interaction of demand and wages, about the gains and losses of joining 
or not joining the Common Market, about the relationship of money 
supply to spending power? It may be that with the quickening tempo 
of economic life and the increasing lag between writing and publication 
no book can now be completely relevant. Certainly, it is no coincidence 
that 1960 has been a record year for the economic pamphleteers. The 
slim, paper-backed essay, speedily and economically published and (so it is 
assumed) committing the writer less deeply than would stiff covers, may be 
better suited to the needs of current economic discussion. We for our 
part can scarcely demur. In a sense the trend has always been that way. 
But it would be a great pity if the delays of printing and the uncertainties 
of authors were to spell the end of the great book of affairs. There is, 
surely, a distinction between relevance and topicality that should ensure it 
an enduring place. The growing awareness of such a distinction is the 
most heartening feature of this year’s crop of books. It enables that crop 
to be judged by the highest criterion. 

But if the best books of the year have been relevant they have not been 
original in any true sense. Many of them are collections of papers or 
lectures (many published previously) bound together. Paradoxically, the 
best of the new books are neither new nor books in the normal senses of 
these terms. But, in an age of increasing specialization, the welcome 
accorded to them should be no less warm since they fulfil the first function 
of any book—to make ideas known to a wider audience. Certainly, 
Professor W. W. Rostow’s The Stages of Economic Growth* is directed at a 
wide audience and has been received (deservedly) with acclamation. It is 
based on a series of lectures delivered at Cambridge in the autumn of 1958. 
Professor Rostow’s style eschews the austere and the abstract: the book 


* Publishing details of this and all other books mentioned in this article are given in a 
classified list on pages 829-833 of all publications received during the year. 
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abounds in concrete examples of each of his five stages of growth—from 
the traditional society through the period when the preconditions for 
growth are being established, the take-off, the drive to maturity and thus 
finally to the age of high mass consumption, the age of the washing-machine 
and deep-freeze. And very good reading it makes. Yet the book leaves 
one with the uneasy impression of having witnessed a superb sleight of 
hand: Professor Rostow throughout stresses that “‘ the stages-of-growth 
are an arbitrary and limited way of looking at the sequence of modern 
history’, yet he seems—particularly in discussing the causes of wars—to 
be drawing far wider inferences than this disclaimer would permit. At 
several points in this highly concentrated book one feels an instinctive 
refusal to go all the way with the author, though often one would like to 
do so. The outstanding merit, however, is the breadth of the conception: 
it is not a great book, but it is a stimulating book about a great subject. 
On the whole Professor Rostow seems reasonably hopeful about the 
prospects for peaceful co-existence. The strategy for the West, he seems 
to suggest, should be to hold Russia in check until the natural forces of 
growth—the compound interest built into the system (after take-off)— 
drive Russia into the (unwarlike) age of high mass-consumption, in which 
“Communism is likely to wither”. But what of China? Unhappily, 
while Russia may well enter this mass-consumption age before too long, 
China is still many years from it—perhaps half a century on Professor 
Rostow’s time chart—and must first pass through the intermediate stages 
in which in the past aggressive impulses have tended to exert themselves. 
Thus on this crucial point, growth seems unlikely to be the solvent of 
international tensions that Professor Rostow at times suggests it wil! be. 
The West’s strategy, of course, should not be simply negative: “ the most 
important single item on the Western agenda ”’, he argues, is to “‘ demon- 
strate that the underdeveloped nations—now the main focus of Com- 
munist hopes—can move successfully through the preconditions period 
into a well-established take-off within the orbit of the democratic world ”’. 


Challenge of Development 


The dangers, however, of regarding economic aid for the underdeveloped 
countries simply “as a tactic in some kind of competitive exercise with 
Communism” are elegantly set down in The Diplomacy of Economic 
Development (the Clayton Lectures for 1960) by Eugene Black, who as 
Presidcnt of the World Bank since 1949 can surely claim to have done 
more than any other sing'e man to have aided world development. Mr 
Black’s thoughtful essay ends with a plea for a “‘ new sense of vocation in 
the West, one which takes into itself the hard realities of the world as it is, 
yet reflects a courageous belief in a future compatible with liberty and 
tolerance. A means of expressing such a vocation’’, he continues, “ lies 
readily at hand in the opportunity to combat the oppressive poverty of the 
new nations of the world”. The practical difficulties of seizing that 
opportunity are discussed, sensibly and readably, by Andrew Shonfield 
in The Attack on World Poverty. Mr Shonfield, as readers of The Observer 
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will know, is a man of strong prejudices—notably against Swiss bankers, 
convertible currencies and put-sterling-firsters. His latest book—apart 
from some jibes at multilateralism—bears few traces of these. Mr Shonfield 
instead aims his barbs (extremely well) at “ Western oriented technicians 
. .. instinctively attracted towards the labour-saving device ’’ and at adminis- 
trators in the West who envisage aid solely in terms of capital goods (or the 
funds to purchase them), overlooking the crucial réle that donations of 
food can often play. Whether or not one can endorse his solutions (par- 
ticularly the plea for bilateralism), the penetration and lucidity of his 
analysis must command admiration. Some of the theoretical aspects of 
the problem of development are examined by D. M. Bensusan-Butt in 
On Economic Growth (the rigorous technique of which is softened only a 
little by a sprinkling of quotations from Miss Dorothy Parker), by Nicholas 
Kaldor in his collected Essays on Economic Stability and Growth (prefaced 
by an introduction that bears more than a trace of Radcliffe-type thinking) 
and by Professor Rostow himself in a new (but largely unchanged) edition 
of The Process of Economic Growth. And J. R. T. Hughes in Fluctuations 
in Trade, Industry and Finance provides an illuminating case study of the 
British economy in the years 1850-60, which was one of the most formative 
periods in the evolution of monetary policy. 


On Inflation and Inflators 


The réle of development aid in the cold war is one of the many themes 
taken up by Professor J. K. Galbraith in his latest book of essays The Liberal 
Hour. For Galbraith, the strategy of peaceful competition should not be 
to strive after ever higher outputs (in any case “no one but a statistician 
would be able to judge between the competing claims of the statisticians 
as to who had won’’). No, the strategy, for the United States at least, 
must be to clean up its towns, reduce its unemployment (or at least the 
stigmas and penalties attaching thereto), demonstrate that its economy is 
not sustained only by massive defence outlays and, above all, pursue “a 
strong and positive programme of assistance to the less fortunate lands ”’. 
The basic ideas expressed in this book are those the author put forward 
(rather more wittily ?) two years ago in The Affluent Society, supplemented, 
perhaps, by a rather stronger plea for state intervention—particularly to 
‘restrain’ the upward pressure on prices and wages in industries where 
management or union power is concentrated in a few hands. Such inter- 
vention he sees as the only real hope of avoiding inflation in a society that 
puts full employment before stable prices. Whether or not one can accept 
this, there is no denying the force of Galbraith’s denunciation of inflation 
and of those who argue for its passive acceptance: “‘ The modern inflation 
is not neutral.... It is led by the prices of the largest and strongest firms. 
It is paced by the wages of the largest and strongest unions. ... Because 
of its inevitable identification with economic strength, it is inequitable, 
regressive, and reactionary ”’. 

A far more formidable analysis of modern inflation is undertaken by 
William G. Bowen (of Princeton University) in The Wage-Price Issue. 
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Dr Bowen begins by investigating the so-called ‘‘ dilemma model ’’—which 
asserts that “‘ spontaneous” increases in labour costs set off a train of 
events that forces society to choose between inflation and unemployment; 
the major part of his book is concerned with analysing the assumptions 
underlying this model. ‘The exercise is certainly illuminating. It demon- 
strates the insufficiency of either the cost-push “ sellers ”’ or the demand-pull 
“buyers ” theory of inflation considered in isolation. It points to some 
synthesis between the two. Dr Bowen (unlike Professor Galbraith) is 
more concerned with analysis than with prescription. His contribution 
on the policy side is to expose some widespread fallacies rather than to 
advance any solution of his own. “... The preceding analysis of the 
dilemma model suggests clearly that demand depressants can halt ‘ sellers 
inflation’; whether such policies constitute the optional way of dealing 
with this type of inflation is another question, and can only be decided 
after a careful weighing of the advantages and disadvantages of all available 
modes of attack. .. .’” On this basic question the veteran American economist 
J. M. Clark, in The Wage-Price Problem, is scarcely less evasive: “‘.. . the 
implications of the present study point to avoidance of compulsory controls 
of prices and wages, and the avoidance of the more subtle temptation to 
rely on fiscal and credit restrictions to do more in the way of restricting 
increases in the price level than they can properly and safely be called upon 
todo....’” Of course—but what is “ safe ’’ and what is “ proper’? ? That 
is the challenge thrown down (perhaps equally evasively) by Galbraith. 
Ultimately the definitions must be provided by politicians, but surely eco- 
nomists could be more venturesome in pointing out the costs that each 
alternative definition would imply. As it is, most economists (leastways in 
print) beg the vital questions. ‘Thus the long-awaited report by Political 
and Economic Planning on Growth in the British Economy—which makes 
some very telling points about the pricing policies of nationalized industries, 
the allocation of investment, the impact of taxation and defence expenditure 
—in the end drifts into a series of platitudes. ‘“‘... Co-operation is required 
between the Government, employers and trade unions in a wages policy 
that will ensure that the annual percentage rise in wages does not exceed 
the percentage rise in productivity available to pay the increased wages. .. .” 
After this diet of bromides it is refreshing to turn to Graham Hutton 
who at least—in Inflation and Society—is not inhibited in making his 
political value judgments. Much of Mr Hutton’s detailed argument is 
rather questionable (his discussion of cost-inflation, for instance, is very 
inadequate) but his general conclusion, advanced with characteristic vigour, 
that inflation is an act of Government policy (or the lack of it) and should 
be seen as such deserves a thundering burst of applause. 

Professor Wilhelm R6pke also has no inhibitions about setting down his 
value judgments. This no doubt is why, even in translation, A Humane 
Economy is so stimulating. Here is a far-ranging survey by a great liberal 
and international thinker of the problems of—and the dangers confronting 
—the market economy. A similar liberalism pervades Michael Heilperin’s 
thoughtful Studies in Economic Nationalism, which also is concerned as 
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much with politics as with economics. Mr J. Enoch Powell, as might be 
expected, sets out his fundamental beliefs with refreshing frankness in Saving 
in a Free Society: ‘‘ the terms ‘ free economy ’ and ‘ free society ’ are to me 
interchangeable’. Mr Powell is a great believer in the virtues of thrift 
(his book, incidentally, was written before his appointment as Minister of 
Health placed him in charge of one of the most prodigious spending 
departments). His book, clearly and concisely written, brings out some 
useful facts—notably the tendency of contractual savings to increase at a 
steady rate. But it is one to be read primarily for its views: for the 
crucial importance that he attaches to interest rates (in influencing both the 
amount of savings and the direction of investment) and for his belief that 
“the acceptance of a state of inflation is basically irreconcilable with 


the acceptance of a free society ’’. 


Finance—High and Not-So-High 


Mr Powell’s book is published by the Institute of Economic Affairs, 
which has led the way in the outpouring of pamphlets this year. These 
cannot be reviewed in this brief survey; three, however, must be mentioned 
—Unions in Prosperity by F. Bealey and S. Parkinson, To Let ? by Norman 
Macrae and the delicious study of “‘ the uses and abuses of committees of 
inquiry ’’, Anything But Action? by A. P. Herbert (who better ?). The 
Institute was also responsible for publishing an instructive study by Alec 
Nove and Desmond Donnelly of Trade with Communist Countries and the 
only book directly on the Radcliffe Report to appear this year—Not 
Unanimous, which was the subject of a review article in our June issue. 
A new edition (the fifth) of R. S. Sayers’s Modern Banking, however, reflects 
some of the thinking behind that report. ‘In making this revision ”’, 
Professor Sayers writes in his preface, ‘I have had it in mind that this 
book should be read before rather than after the . . . Radcliffe Report ”’. 

In the absence of any outstanding new domestic work on monetary 
economics—an omission that should soon be repaired by the appearance of 
Mr Manning Daccy’s new book—the laurels in this field must be given to 
Money in a Theory of Finance by J. G. Gurley and E. 5. Shaw, which brings 
together the path-breaking work that these two American economists 
have performed in recent years and shows clearly the influence that their 
theories exerted on the Radcliffe Committee. Monetary theory, the authors 
argue, has concentrated too much upon money (bank deposits and cur- 
rency) and paid too little attention to the assets or debts that form the 
counterpart to that money. Money (as conventionally defined) is only one 
financial asset among many and the possibilities of substitution are much 
greater than the traditional theories have recognized. Here indeed is the 
core of the Radcliffe thesis. Here indeed is the outstanding book of the 
year for anyone interested in the rdle of money in the modern economy. 
But it is not an easy book; it is austere, abstract, moving (at times rather 
ponderously) from model to more complex model, curiously unsatisfactory 
in its treatment of Government debt. It is by its nature directed at pro- 
fessional economists and makes few concessions to the wider public. This 
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is a pity. But for the reader prepared to swathe his head occasionally in 
a wet towel it is abundantly rewarding. So also is Interest Rates and Asset 
Prices by Ralph Turvey, who has pioneered an approach to monetary 
theory in this country somewhat similar to that of Gurley and Shaw in 
the United States, and who shares with those authors a ruthlessly austere 
and abstract style. 

In contrast, H. B. Rose has written a thick, fully-packed tome that 
ranges over almost the entire field of economics and is addressed to the 
novice rather than the professional. The Economic Background to Invest- 
ment was commissioned by the Institute of Actuaries primarily to serve 
actuarial students as a textbook dealing with general principles rather than 
with the detail of investment technique. Countless other students should 
be grateful to the Actuaries for their choice of author (an obvious one for 
them, perhaps, since Mr Rose was head of the economic intelligence depart- 
ment of the Prudential before taking up his present teaching post at the 
London School of Economics). A glance at the book (which includes 
excellent surveys of the main City institutions) will serve to show how 
well Mr Rose knows his subject and how deftly he can dovetail theory 
and fact. Much of the same ground is covered by Alan Day and Sterie T. 
Beza in Money and Income, an Americanized version of Mr Day’s Outline 
of Monetary Economics (published in 1957) and thus of less interest to 
British readers than that excellent work. Dr A. R. Prest’s Public Finance, 
though drawing on the author’s researches in the United States and Canada, 
is set mainly in a British context, and makes very enterprising use of the 
arguments of the Royal Commission on Taxation and of the evidence 
submitted to it. Probably the most interesting chapter, though not the 
best one, is that dealing with capital gains taxation. In principle, Mr Prest 
favours subjecting capital gains to tax—surtax rather than income tax— 
but feels (with good reason) that the case for a capital gains tax would be 
met most neatly if some means could be devised of taxing undistributed 
profits more effectively. A capital gains tax he sees as a very poor substi- 
tute for this. A less rigorous approach to these delicate matters of high 
finance is made by Professor C. Northcote Parkinson in The Law and the 
Profits in which, starting from the axiom that expenditure always rises to 
meet income, he demonstrates, with his usual wit, that high taxes beget 
high public spending. Like Mr Prest, he examines the effects of taxation 
on the allocation of resources—his particular concern being “ to redirect into 
useful channels all the effort and ingenuity now being spent, on the one 
hand, in the collection, on the other hand, in the avoidance, of tax ’’. 


Light in Dark Corners 


The year has been well served with books concerned principally with 
description and discovery. Professor E. Victor Morgan’s long-awaited 
work on The Structure of Property Ownership in Great Britain, though 
largely anticipated in the part, makes a splendid addition to our knowledge 
of this sadly neglected realm. Dr A. H. Marshall, City Treasurer of 
Coventry, turns a penetrating light on to another obscure corner—Financial 
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Administration in Local Government, a book that, though of rather special- 
ized interest, is surely destined to be the standard work on the subject 
for many years to come. A. R. Conan’s Capital Imports into Sterling 
Countries ably charts the flow of capital into overseas sterling countries 
since the war. Mr Conan is concerned primarily with establishing the 
size and directions of the flows, but in the final chapters he examines more 
critically the channels through which the capital has flowed and argues 
(not entirely convincingly) the case for a Commonwealth Bank. From 
America, Dr Clarence D. Long’s The Labour Force under Changing Income 
and Employment draws extensively (and revealingly) on material provided 
by censuses in America, Britain and other industrial countries to determine 
why people work. And in:the realm of pure statistics (if purity can be 
an attribute of estimated figures) Patterns of Industrial Growth 1938-58, 
compiled by the statistical’ office of the United Nations, provides an 
unparalleled record of the changing structure of world production in a 
period of rapid growth. 


Common Sense on the Common Market 


Another statistical analysis affords an excellent starting point for apprais- 
ing the implications (particularly for Britain) of the Common Market: 
Tariffs and Trade in Western Europe, prepared by Political and Economic 
Planning, presents a detailed comparison of the tariffs of the twelve main 
industrial countries of Western Europe and the future external tariff of 
the Common Market. It has been suitably complemented by PEP in 
another study, Commonwealth Preference in the United Kingdom (reviewed 
in The Banker last October), and in a series of helpful pamphlets on 
specific problems. Not surprisingly, the problems of economic integration 
have bulked large this year. The most informative book to emerge is 
probably The Commonwealth and Europe—a massive, encyclopedic study 
by the Economist Intelligence Unit of the obstacles presented to Britain’s 
participation in the Common Market by her relationships with the Common- 
wealth. Ultimately, of course, the issue is a political one; but this objective 
and detailed study performs a welcome service in demonstrating that the 
economic problems involved are all soluble. The two trading areas into 
which Europe is dividing are the subjects of two special studies: The Common 
Market by J. F. Deniau and The Seven by F. V. Meyer. The theoretical 
assumptions and consequences of European integration are closely examined 
in Economic Integration by R. F. Sannwald and J. Stohler, who develop 
the work of Meade, Haberler and Viner in this field. ‘The authors build 
up an overwhelming economic case for integration, to which they add 
their own political postscript: ‘‘. . . if the Continent wishes to prevent its 
decline at this critical point in its history, the great mass of the people 
must for once be brought to the point where they do not follow irrational 
passions but bow to the laws of logic that guide the architects of the Euro- 
pean Economic Union”. A far more critical attitude to the concept of a 
Common Market (seen as an exclusive ‘‘ club”? compared with the more 
accessible free trade area) is taken by Wilhelm R6pke in International Order 
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and Economic Integration, an English edition of a book written six years 
ago (it has worn very well) but including the more recent essay on European 
Free Trade—The Great Divide, originally published in The Banker. 
Finally, for a practical study in integration, the reader could hardly do 
better than turn to William Diebold’s The Schuman Plan—surely the 
definitive work on the Coal and Steel Community, which provided the 
prototype of the Common Market. 


The Dollar—Then and Now 


The problems of the dollar, on the other hand, have called forth no such 
flood of books. ‘The most noteworthy contribution of the year, indeed, is 
Professor Robert Triffin’s Gold and the Dollar Crisis (timely title!), which 
in the main merely reproduces two celebrated articles published (in the 
quarterly review of the Banca Nazionale del Lavoro) early in 1959. Professor 
Trifin’s warnings of the dangers of using national currencies as inter- 
national reserves and his plea for the transformation of the International 
Monetary Fund into a super-central bank have certainly lost none of their 
relevance since the articles first appeared. ‘Two other books from across 
the Atlantic throw a few sidelights on the dollar. In The Federal Reserve 
System, an excellent study edited by Herbert V. Prochnow of American 
central banking in all its aspects, a (somewhat dubious) case is built up 
against considering foreign dollar holdings as a lien on US gold. First, 
only official holdings (about half the total in December, 1958) can legally 
be converted at the American Treasury. Secondly, a substantial part of 
the holdings are needed as working balances. Thirdly, ‘and most im- 
portant, a large-scale demand for conversion of dollar balances into gold 
could be imagined only in the case of a political or financial catastrophe in 
the United States; in such a case . . . the problems created by large-scale 
domestic capital flight would dwarf those caused by requests for redemption 
of foreign dollar holdings”. These arguments look a good deal less 
reassuring to-day! The election of a Democrat to the White House has 
given a new relevance to Arthur M. Schlesinger’s The Coming of the New 
Deal (the second volume of his mammoth work on The Age of Roosevelt). 
Bears of the dollar will read with great glee Mr Schlesinger’s account of 
the light-hearted way in which after America’s departure from gold in 1933 
Roosevelt, Henry Morgenthau and Jesse Jones fixed the price of gold each 
day over breakfast (“‘ 21 cents” said Roosevelt one day, “it’s a lucky 
number, because it’s three times seven”). But before drawing too many 
parallels between then and now, the bears should turn to the passages 
dealing with the gravity of the depression and the fragmentation of the 
international payments system that greeted Roosevelt on his election. 


‘Shell ’’ and the City 


The biggest (in several senses) biographical study written within our 
own shores this year is undoubtedly Robert Henriques’s Marcus Samuel. 
Samuel (the first Viscount Bearsted) was a magnificent subject and Mr 
Henriques seizes his opportunities well. ‘The main theme of the book is, 
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naturally, the founding of the “ Shell”’ oil empire, but the detailed City 
background is scarcely less absorbing. ‘Two other City “ institutions ”’ are 
«depicted in handsome commemorative volumes: Brown, Shipley, the mer- 
chant bankers celebrating their 150th. anniversary this year, in Heir of 
Adventure by Aytoun Ellis; and Sun Insurance, celebrating their 250th 
anniversary, in The Sun Insurance Office by P. G. M. Dickson. A more 
personal record of the City is given in Servant of this House by H. G. 
de Fraine, who retired from the Bank of England in 1931 after serving as 
Principal of the Printing Works. His autobiography revolves around life 
at the Bank—with a memorable picture of Cunliffe, “the tyrant of the 
City ’—and makes enchanting reading. So too does Demi-Paradise by 
Jasper Rootham, a member of the Bank’s present staff, though the City 
plays only a very minor part in his musings on beauty, music and man. 
It plays a bigger part in Paul Einzig’s autobiography Jn the Centre of Things 
where, with the House of Commons, is used as a backdrop for Mr Einzig’s 
personal anecdotes. But unquestionably the best book on the City this 
year has been written by an outsider. Paul Ferris’s The City is a delight. 
His approach strikes exactly the right critical note: “I began and ended 
my research with a moderate bias against it [the City]; on the way, 
though, I acquired respect for the City’s hard core of reality’. He suitably 
deflates pomposity wherever he encounters it, deals sympathetically and 
amusingly with some of the great events of the ‘fifties and in doing so 
provides an excellent picture of the City as its workaday self. But why 
no chapter on the clearing bankers? Mr Ferris, rightly for his purposes, 
is more interested in personalia than in machinery. ‘The student might 
usefully turn, therefore, to the new edition of Sir Oscar Hobson’s How the 
City Works, which has been revised to take account of the move to con- 
vertibility at the end of 1958. 


Banking—in Britain and Elsewhere 


The year’s books on practical banking must be headed by James Dandy’s 
The Branch Banker, which has been awarded the Institute Prize. It takes 
the reader through a wide range of types of customer from boarding house 
proprietors to motor traders, and considers the various problems they 
present to the lending banker. L. C. Mather has provided a nicely 
complementary study in Securities Acceptable to the Lending Banker, sup- 
ported, incidentally, by a new edition of his earlier book, The Lending 
Banker. ‘Taken together the three books provide invaluable equipment 
for the neophyte manager. The law of banking is well served by Maurice 
Megrah in the sixth volume of Legal Decisions Affecting Bankers, which 
covers the years 1947-54, and the 1960 Gilbart Lectures, on Undecided 
Cases in Banking. It is a pity that the Legal Decisions volumes are com- 
paratively little studied, for they have a great deal to give to the advanced 
student; while this year’s “‘ Gilbarts ”’ provide a stimulating commentary 
on matters outstanding. The “‘ Gilbarts”’ of a few years ago form the 
basis of a new edition of fones’s Studies in Practical Banking, revised by 
J. Milnes Holden, who has added a new chapter on the Cheques Act of 
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1957. In a much wider sphere, H. W. Auburn’s Comparative Banking 
helpfully sets out in small compass the salient facts about the banking 
structure and banking practice in fifteen European countries, as well as 
in the USSR. Mr Auburn, who recently retired from his strategic 
observation point as London representative of the Manufacturers Trust 
Co, has here brought together articles from banking correspondents in 
each of the regions, and has added a most appropriate one of his own— 
on the differences between banking in Britain and in the United States. 
Banking in Australia is critically scrutinized in a new (and much revised) 
edition of Professor H. W. Arndt’s excellent study of The Australian 


Trading Banks. 
Business—and After 


D. M. Sassoon’s F'.O.B. Contracts may serve as a bridge from banking 
books into more general law: it is a short and satisfactorily readable study 
of Mr Justice Devlin’s “ flexible instrument’. The Control of Monopoly 
in the United Kingdom, by Paul H. Guenalt and J. M. Jackson, is a sober 
and detailed study of the British approach to the control of monopoly. It 
provides a valuable critical survey of what has so far been a virtually 
uncharted field, taking the story from the general discussions of the inter- 
war years, through the Employment White Paper of 1944, the Acts of 
1948 and 1953, the work of the Monopolies Commission, to the 1956 Act. 
Less useful to the businessman but of even greater general interest is 
Professor G. W. Keeton’s Trial by Tribunal, which covers the equally 
unfamiliar ground of the tribunals of inquiry and is enlivened by detailed 
narratives of many of them, including the Savidge Tribunal, the 1936 
Budget leak and the Stanley saga of 1948. And finally in this group comes 
Michael Birk’s Gentlemen of the Law, a full dress history from the earliest 
days of the solicitors who do all the groundwork of the law. The book 
provides a fascinating piece of unfamiliar social history and Mr Birk, 
affectionate chronicler though he is, does not hide the warts. 

There has been the usual substantial production of what may here be 
grouped as “business books”. The range is wide, from The Status 
Seekers, in which Vance Packard examines the class structure of the United 
States, to Gerald Sparrow’s How to Become a Millionaire, a short guide to 
success for the ambitious. Americans, according to Mr Packard, are 
reluctant to believe they have class distinctions at all, but in this book—a 
better one than The Hidden Persuaders—he argues that society in the 
United States is becoming more rather than less rigid and his argument 
contains several implicit warnings for us in Britam. Mr Sparrow’s book, 
by contrast, is brief, amusing and very shrewd, with its shrewdness nicely 
tempered by humanity: quite the best kind of light relief in what is nor- 
mally a grim and earnest field. 

There is no light relief in, for example, Promotion and Pay for Executives, 
in which Dr Copeman continues his documentation of the rewards of 
business: overall, the picture is kaleidoscopic, with pay ranging widely 
from the fabulous to the subsistence (well, almost)—and the possibilities of 
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loss of job hardly, if at all, less than in much humbler walks of life. Many 

of the executives must nowadays find themselves increasingly immersed in 
the technicalities of pension schemes, for their employees or for them- 
selves; two books may enlighten them—G. A. Hosking’s Pension Schemes 
and Retirement Benefits and Pension Schemes by Michael Pilch and Victor 
Wood. The first is a new edition of a book already recognized as authori- 
tative, and now covering the 1956 Finance Act’s partial implementation 
of the Millard Tucker recommendations. 'The second is a new treatment 
of the subject, shorter than Mr Hosking’s but also very good, that provides 
an excellent introduction to the whole complex of pension schemes. 
Executives are interested, too, in what makes business tick, and Marshall 
E. Dimock’s Administrative Growth and Mrs E. T. Penrose’s The Theory 
of the Growth of the Firm have in their quite different manners a great deal 
to say that is very pertinent. Both books come from America, but that 
fact can be virtually disregarded, for the questions with which they deal 
are common to all industrialist capitalist societies. Mrs Penrose’s book is 
the stiffer reading, consisting as it does of rigorous economic argument, but 
argument firmly based on the facts of business life; when she argues that 
the only limiting factor in business growth is the capacity of the manage- 
ment to make and take opportunities for expansion one recognizes the 
realist at work (as indeed one does in her summary, where she recognizes 
that many businessmen will read only that, and asks them to read also one 
key chapter earlier in the book). Mr Dimock is more “ popular ”’, but he, 
too, deserves careful reading, particularly for his description of the symp- 
toms—good as well as bad—of bureaucracy. An even more recondite 
study for the businessman is provided in L. A. Wilk’s Accounting for 
Inflation. Mr Wilk is concerned not with stock but rather with capital 
and reserves, and although perhaps a majority of non-accountant business- 
men are content to leave such matters to the specialist, those who are 
prepared to tackle some fairly tough accounting argument will find the 
book rewarding. And accountants and other businessmen alike should 
benefit from The Health of Business Executives, in which are reprinted the 
addresses given at last year’s Festival Hall conference of the Chest and 
Heart Association. 

To finish on a less morbid note, the year has produced two very good 
books about the most famous of all City scandals—Virginia Cowles’s The 
Great Swindle and John Carswell’s The South Sea Bubble. Miss Cowles’s 
book is the shorter, more popular version, tackling the Bubble by way of 
the gallery of public figures who played their part in it. Mr Carswell, 
painting a more detailed picture, shows us the Bubble as the culmination 
of the Commercial Revolution and the beginning of the long recuperative 
pause between that great upsurge of commercial enterprise and the Indus- 
trial Revolution that was its logical sequel. It is a pity that the two books 
appeared so close together, for both deserve to be read, though Mr Cars- 
well’s study must be preferred by the student of economic history. Either 
book, however, can be recommended as a suitable diversion for those 
wading through the memoranda of evidence to the Jenkins Committee. 
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AMERICAN REVIEW 


HE wider economic implications 

of the Democratic Party’s return 

to federal power and patronage 
are discussed in an editorial article on 
page 779. In terms of fiscal and 
monetary policy, it is not easy to deter- 
mine how events may develop when 
President Kennedy takes office next 
month. ‘The Democrats, traditionally, 
favour easy credit, low interest rates, 
higher federal expenditures and more 
government intervention than the Re- 
publicans would tolerate. And it seems 
likely that the bias will be on this side 
next year. Both parties fought the 
Presidential election with an insistent 
stress upon faster expansion in produc- 
tion; both would have been compelled 
on assuming office to take vigorous steps 
to keep unemployment tolerably near 
the limits of recent years in the event of 
deepening recession; and both were 
pledged to considerably heavier outlays 
on defence. The Democrats’ success, 
presumably, means also that more will 
be spent on social security; educational 
and housing needs and public works 
programmes by state authorities with 
federal participation. 


Brakes on Inflation ? 


These considerations led to earlier 
fears—or, in some cases perhaps, hopes 
—of immediate inflationary pressures. 
Industry’s fears, however, may have 
been lessened by the almost equal 
division of the popular vote, by the 
Congressional balance of power (where 
the Democrats failed to reinforce their 
position) and by the fact that the 
economy, still fairly close to all-time 
peaks in national product and industrial 
production, is facing balance of pay- 
ments difficulties on a scale that has 
brought the impregnable dollar of the 
‘fifties to a point where the outflow of 


funds has seriously eroded the gold 
reserve. (By November 18 the US 
Treasury's gold stock had fallen to 
$18,004 millions, making a total de- 
cline of $1,451 millions since the 
beginning of the year.) 


Fiscal Goal 


These facts must condition, at least 
in part, the new President’s approach 
to monetary and fiscal policy. Mr 
Kennedy certainly has no easy task 
ahead. Against the pledges to restore 
a strong Presidency and accelerate 
economic growth, the President-elect 
gave a broad definition of fiscal manage- 
ment that is, at least theoretically, 
aligned to Republican goals. He spoke 
of the need to run a budgetary surplus 
and reduce federal debt in times of 
activity and to attain a broad balance 
over the full course of business cycles 
with the general target of “‘ more than 
off-setting deficits incurred during 
slumps’. These phrases would apply, 
without reservation, to President Eisen- 
hower, or Mr Anderson, today’s Secre- 
tary of the Treasury. Yet it is hard to 
reconcile them with his specific pledges 
on growth and expenditures, or with 
the fact that the Treasury was forced 
recently to concede that the estimated 
budgetary surplus of $4,200 millions 
for the fiscal year 1960-61 would prob- 
ably shrink to $1,100 millions, mainly 
because of appreciably lower receipts 
from industry. 


Into Bonds ? 


Mr Kennedy opposed the idea of any 
change in the broad constitutional 
authority of the Federal Reserve Sys- 
tem. But he also expressed strong 
reservations about the utility of higher 
interest rates—particularly for long- 
term borrowers—and he clearly believes 
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that the Treasury must extend its 
monetary authority. Hence the inter- 
esting implications of his opposition to 
the normal Reserve policy of intervening 
in the money market on the shortest 
maturities only, which, he alleged, had 
brought short-term rates down to unduly 
low levels and spurred the outflow of 
gold. 


Cash Base Increased 


Meanwhile, the Federal Reserve 
Board took further steps, towards the 
close of October, to develop its policy 
of easier credit. All member banks were 
authorized, from November 24, to in- 
clude all “‘ vault cash ”’ in the assess- 
ment of reserve positions. Central 
reserve city banks had their cash reserve 
requirements reduced from 173 per cent 
to 163 per cent (bringing them into line 
with reserve city banks), while those of 
country banks were raised from 11 per 
cent to 12 per cent. These steps reduced 
outstanding differentials in district re- 
quirements, a policy approved by Con- 
gress last year. ‘They also eased the 
path of the November refunding opera- 
tion and emphasized the Fed’s deter- 
mination—despite balance of payments 
problems—to bolster a sluggish economy 
by providing a quite generous margin of 
banking funds to meet seasonal credit 
expansion. 


Eye on Money Rates 


By concentrating on cash reserves and 
avoiding large open market operations, 
the Board insured itself against any 
heavy flow of funds directly into the 
short-term market—an influx that might 
have widened further the differentials 
between European and American money 
rates. In all the new reserve provisions 
were estimated to make available about 
$1,300 millions; a large part of this 
will be needed to meet seasonal require- 
ments, but some $300-$500 millions 
should be available to meet other 
demands. “Free” reserves of the 
member banks have risen since June 
on as steep scale as in late 1957-58, 
when easier credit played an active part 
in business recovery, and to approxi- 
mately similar levels (above $500 
millions in early November). Moreover, 
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commercial banks showed hardly more 
than nominal changes in their loan 
totals from mid-June to end-October, 
whereas 1959 brought an expansion of 
around $1,000 millions. This year 
member banks have added heavily to 
their Treasury portfolios—the differ- 
ence between 1959’s loss and 1960's 
gain totals about $5,000 millions, 
mainly in shorter-term maturities. 

The shortest bill rates fluctuated 
between 2 per cent and 2.7 per cent in 
October-November. ‘“ Federal funds ” 
were available at quite nominal rates 
(4 of 1 per cent) for a short period in 
October, while, in early November, the 
Fed offset the impact of gold losses 
by aggressive purchases of short maturi- 
ties other than bills. ‘Treasury policy, 
until the turn of the year, is expected 
to favour a gradual decline in longer 
term rates. 


Successful Refunding 


The mid-November refunding opera- 
tion was decidedly successful. ‘There 
were no cash subscriptions and attrition 
was held to the nominal margin of 
$540 millions. Involved was a total 
of almost $11,000 millions, $7,000 
millions in maturing 4? per cent cer- 
tificates and the rest in 2} per cent 
bonds; less than $6,000 millions was 
publicly-held debt. Holders were 
offered the choice between 3} per cent 
15-month notes and 3? per cent bonds 
maturing in May, 1966. Some $9,000 
millions of the notes were taken up 
and about $1,200 millions of the bonds. 
For major operations the Treasury’s 
path has now been cleared until 1961. 

Business news continued to reinforce 
the presumption of easier—though still 
not very easy—credit. Industrial pro- 
duction held in October at 107 (based on 
the 1957 index) as in September, 4 
points below the all-time peak of 
January. Gross national product in the 
September quarter declined by an 
annual rate of $2,000 millions to 
$503,000 millions, the main adjustment 
being an anticipated setback in business 
inventory accumulation, from an annual 
rate of $5,000 millions in April-June 
(and $11,000 millions in January- 
March) to one of no change from July 
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to September. Less expectedly, con- 
sumer spending (seasonally adjusted) 
also showed a decline in the quarter— 
from an annual rate of $329,000 millions 
to one of $328,500 millions. This 
decline did not reflect any fall in per- 
sonal disposable incomes—which rose 
from a rate of $354,100 millions to 
$357,500 millions. Personal savings, 
however, were significantly higher— 
representing 8.1 per cent of disposable 
income, compared with 7.1 per cent 
in the preceding quarter. ‘This was the 
highest ratio of savings since the third 
quarter of 1958. 

Meanwhile, steel operations were run- 
ning somewhere near 50 per cent of 
capacity only. Automobile output, 


however, has picked up, thanks to 
the reasonably warm welcome that con- 
sumers have given to the new 1961 
models. Unemployment in October 
rose by 191,000, to 3,579,000, compared 
with a normal seasonal reduction of 
200,000. At mid-October 6.4 per cent 
of the labour force were out of work. 
Total ernployment also fell, against the 
seasonal trend, by 277,000 to 67,490,000. 
While the odds still seem to be against 
any pronounced setback in overall 
activity from recent levels, the generous 
supply of goods and commodities makes 
an early, vigorous and sustained upturn 
unlikely without fresh stimulation by 


the authorities. 


American Economic Indicators 


Production and Business: 

*Gross national product (billion $) 

*Industrial production (1957 = 100) 

*Gross private investment (billion $) .. 

*New plant and equipment —_— $).. 

*Construction (billion $) : 
Housing starts (000 units) 

*Business sales (billion $) 

*Business stocks (billion $) ie 
Merchandise exports (million $) 
Merchandise imports (million $) 


Employment and Wages: 
*Non-farm employment (million) 
Unemployment (000s) .. 
Unemployment as % labour force 
Hourly earnings (mfg) ($) 
Weekly earnings (mfg) ($) 


Prices: 
Moody commodity (1931 = 100) { 


Farm products (1947-49 = 100) 
Industrial (1947-49 = 100) ; 
Consumers’ index (1947-49 = 100) 


Credit and Finance: 

Commercial bank loans {billion $)  .. 

Commercial bank investments (billion $) 

Money supply (billion $) es 

Consumer credit (billion %) 

Treasury bill rate (%) . 

US Govt Bonds rate (% 

Federal cash budget (-- or ~) (mill $) . 

US Treasury gold stock (million $) 

Notes.—Starred items are seasonally 
adjusted. Latest figures are preliminary 
or estimated. Yearly figures are given for 
gross national product, private investment 
and new plant for 1957-59 and then quar- 
terly figures at annual rates. Construction 
figures show monthly averages 1957-59. 
Business stocks, money supply, bank loans, 
consumer credit and gold stock show 


High 


Low 








F. E. D. 
1959 1960 
1957 1958 1959 
Dec July Aug Sept 
443 444 482 — — 5030 — 
100 93 105 109 110 108 £107 
66.1 56.0 72.0 — 70.5 — 
37.0 30.5 32.5 — — 36.9 — 
47.8 48.9 56.1 55.4 55.0 55.0 55.4 
n.a. n.a. 1,553 96.3 115.0 129.4 103.4 
56.3 54.0 60.0 60.9 60.9 606 — 
90.7 85.1 89.4 89.4 93.4 932 — 
1,738 1,491 1,464 1,674 — 1,699 — 
1,082 1,070 1,268 1.478 1,155 1,228 — 
S22 SAS See Sar. fa Se Se 
2,936 4,681 3,813 3,577 4,017 3,788 3,388 
4.3 6.8 5.5 5.2 5.5 5.3 4.8 
a eee. Bae ae) ee eee eee 
82.39 83.50 89.47 92.16 91.14 90.74 90.68 
442 407 393 - ie 
— a 372 73 371 M1 38 
90.9 94.9 89.1 85.9 88.9 86.6 87.5 
125.6 126.0 128.3 128.6 128.2 128.2 128.0 
120.2 123.5 124.6 125.5 126.6 126.6 — 
93.9 98.0 110.8 112.0 114.2 114.7 115.4 
76.2 86.6 79.4 79.4 76.6 76.6 77.8 
232.3 247.5 252.4 251.6 249.7 248.8 251.8 
45.3 45.6 52.0 52.0 53.77 — -— 
3.27 1.84 3.41 4.57 2.40 2.29 2.49 
3.47 3.43 4.08 4.27 3.86 yi 3.84 


. +1,194 -7,286 -8,006 ~761 
22'781 20,534 19,456 19,456 19,144 19,005 18,685 


amounts outstanding at the end of the 
period. 
high and low 1957-59, and end-month 


levels. 


plus currency outside the banks. 
figures are cash totals. 
are throughout shown 
month of the quarter. 
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Moody’s commodity index shows 


Money supply is total deposits 
Budget 


Quarterly figures 


in the middle 


Treasury bill and 
bond rates are average for month or year. 
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When business takes you to the East you 
will find a friend in every major port of call 
and at every important inland commercial 
centre—the branch manager of The 
Chartered Bank. He is familiar with local 
economic conditions and opportunities for 
British trade: he can help you in many 
ways to make your sojourn worth while. 
There are a hundred or more branch 





Friend in the East 
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managers of The Chartered Bank and its 
subsidiary, The Eastern Bank Ltd., 
actively promoting international trade in 
twenty-five territories from Cyprus to 
Japan. Their knowledge and experience 
sustain the extensive financial, advisory and 
credit information services, for merchants 
and manufacturers engaged in the Eastern 
trade, which are available at: 


THE CHARTERED BANK 


Incorporated by Royal Charter, 1853) 
38 Bishopsgate, London, E.C.2 (Head Office) 
2 Regent Street, London, S.W.I - 52 Mosley Street, Manchester, 2 - 28 Derby House, Liverpool, 2 


THE EASTERN BANK LIMITED 
2 and 3 Crosby Square, London, E.C.3 (Head Office) 


Associated Banks: The Irano British Bank, Tehran and branches. Allahabad Bank Ltd., Calcutta and branches. 
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REVIEW 





ARAB LEAGUE 


Oil Companies Criticized — The 
second Arab Oil Conference, attended 
by 550 delegates from 15 countries, in 
Beirut in the closing weeks of October 
pledged its support for the governments 
of oil-producing countries in refusing to 
recognize cuts in prices of crude oil and 
petroleum products by foreign concerns 
operating in their territories. ‘The final 
communiqué argued that the companies 
should have consulted the governments 
of the producing countries before re- 
ducing prices, and supported the Arab 
governments’ efforts to improve the 
terms of oil concessions. 


Tanker Fleet Planned—Despite the 
continuing depression in the oil tanker 
trade, the Arab States are going ahead 
with their plan to establish an Arab oil 
tanker company. 


ARGENTINA 


Peso Shaken—The Miuinister of the 
Economy, Senor Alsogaray, has stated 
that no changes in the Government’s 
economic policy will follow the recent 
political crisis resulting from an un- 
successful attempt to overthrow Dr 
Frondizi’s Government. He admitted 
that confidence in the peso had been 
shaken by the crisis and that reserves 
had had to be drawn upon substantially, 
to support the exchange rate. 


AUSTRALIA 


Credit Curbs Tightened—Severe re- 
straints to curb the internal boom were 
announced by Mr Harold Holt, the 
Federal Treasurer, in the middle of last 
month. Bank advances have been run- 
ning at record levels since February 
and the balance of trade deficit for the 
first four months of the financial year, 
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to end-October, was £A112 millions. 
Under the new proposals, the sales tax 
on cars is increased from 30 to 40 per 
cent and on motor cycles from 16% to 
25 per cent. ‘The average interest rate 
on bank overdrafts is increased from 

3} to 6 per cent (and the normal maxi- 
mum rate from 6 to 7 per cent); the 
banks are asked to charge penal rates 
on advances for importers’ stocks and 
for financial dealings; additional curbs 
have been imposed on bank advances to 
importers, speculators in land and 
shares, and hire-purchase finance com- 
panies. ‘The banks have been warned 
that they will not be granted any release 
of their frozen deposits with the Reserve 
Bank until February or March. It is 
proposed to increase banks’ deposit rates 
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to 4 per cent for up to six months and 
43 per cent for 12 months, the present 
rates are 2}-33 per cent for 3-24 months; 
this should help the banks to compete 
for funds with other lenders, though 
they have been asked not to accept 
fixed deposits for terms of more than a 
year. Interest on convertible notes and 
on borrowings for capital development 
by companies above a certain limit will 
no longer be eligible as a tax deduction. 
Finally, the proposed legislation will 
force life assurance companies to hold 
at least 30 per cent of their assets in 
public authority securities. 


Share Prices Crack—These stiff meas- 
ures have had a strong effect on business 
sentiment. Ordinary shares have fallen 
heavily since they were announced, 
carrying the Sydney share index some 
20 per cent below the peak established 
in mid-September. 


AUSTRIA 


Budget Deficit—The budget statement 
for 1961 presented to Parliament early 
last month provides for a sharp rise in 
expenditure and a deficit of Sch 2,600 
millions. ‘The Government has been 
widely criticized for its alleged abandon- 
ment of a counter-cyclical policy. 


BELGIUM 


Budget Changes—The budget outlined 
last month by Premier Eyskens included 
a five-year industrial expansion plan 
and heavy tax increases. Adjustments 
included the transfer to the revenue 
budget of BFrs 9,700 millions (£69 
millions) expenditure previously met by 
borrowing, thus diminishing govern- 
ment pressure on the capital market. 
Expenditure estimates would be cut by 
BFrs 10,700 millions (£76 millions). 
Some BFrs 6,600 millions (£47 millions) 
will be raised by increased taxation 
(notably rises in turnover tax, death 
duties and profits taxes) to meet addi- 
tional expenses incurred in the Congo. 
Deficits of local government authorities 
will no longer be met by the state, but 
the authorities are empowered to in- 
crease local income tax by 10 per cent, 
and to add 10 per cent to the motor 
vehicle tax. The budget also included 
a five-year plan to raise industrial pro- 
duction by 4 per cent annually, scheduled 
to produce 20,000 new jobs a year to 
combat the present chronic unemploy- 
ment. A 15-year programme of public 
works is also planned costing BFrs 
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200,000 millions (£1,429 millions), to be 
financed from a fund with its own 
borrowing powers. 


Closer Benelux Union-—The Benelux 
Economic Union formally came into 
force at the beginning of November; 
the occasion was not marked by any 
major changes, the main effect being 
the setting of a time limit during which 
remaining problems will have to be 
settled. The harmonization of agri- 
cultural policies is believed to be the 
most difficult problem still outstanding, 
the Dutch and Belgian systems of pro- 
tection being quite different. The second 
major obstacle is thought to be the 
fiscal one; there are still wide differences 
between customs and excise rates for 
identical products in the participating 
countries. 


Lower Rediscount Rates—The Bel- 
gian National Bank has announced a 
reduction from 5 to 4 per cent in the 
rediscount rates for approved export 
bills to supplement other official meas- 
ures to promote the country’s sales 
abroad; this concession will not extend 
to paper with more than 120 days to run. 


CANADA 


Export Drive—Canadian foreign trade 
commissioners met in Ottawa at the 
end of November to plan an export 
drive to try to remedy the basic weak- 
nesses in the balance of payments. 


Unemployment Measures ?>—A new 
bid to solve the unemployment problem, 
particularly the high seasonal level in 
the winter months, is under considera- 
tion. At its summer peak unemploy- 
ment was nearly 7 per cent and the 
winter figure is expected to be more 
than 10 per cent. Heavy investment in 
new primary resources may produce a 
temporary boom as it did in 1957, but 
does not seem to provide a stable basis 
for continuing prosperity; unemploy- 
ment is further aggravated by the virtual 
stagnation of many parts of industry. 


CENTRAL AFRICAN 
FEDERATION 


New Bank Governor—Mr B. C. 
Richards, Deputy Governor of the 
Reserve Bank since 1956, has been 
appointed Governor in succession to 
Sir Anthony Grafftey Smith, who died 
suddenly in October. 


Report on Industry—The report of 
the British firm of consultants on the 
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development of manufacturing industry 
was published at the beginning of 
November. It recommends a policy of 
lower company tax, cautious use of 
tariffs and import controls and the 
introduction of special licences for in- 
dustries with a high capital intensity, that 
would need a major share of the local 
market to achieve economic production. 


CEYLON 


Russian Oil ?>—Negotiations have been 
proceeding for the sale of Soviet oil in 
the island. ‘The Russians are said to 
have offered to satisfy its entire needs 
at prices 25 per cent below current 
world market levels. 


—and Steelworks ?>—The report of a 
group of Soviet experts on the proposal 
to construct an iron and steel works in 
Ceylon has been completed. The report 
is said to state that the project would 
cost Rs 150 millions (£114 millions) of 
which 65 per cent could be provided by 
Russia under the agreement for economic 
and technical collaboration between the 
two countries concluded early in 1958. 


Nationalized Insurance — The bill 
nationalizing insurance establishes an 
Insurance Corporation of Ceylon. At 
least half its assets must be invested in 
government securities. 


CUBA 


Withdrawal from Bank and IFC— 
The Government of Cuba withdrew 
from membership of the World Bank 
last month, and also ceased, automatic- 
ally, to be a member of the International 
Finance Corporation. Neither organiza- 
tion had made any investment in Cuba; 
Cuba’s capital stock in both institutions 
will be repurchased. 


DEN MARK 


Tax Concessions Later—The budget 
statement for 1961-62 presented to 
Parliament at the end of October pro- 
vides for a surplus of Kr 500 millions— 
Kr 40 millions less than for the current 
year. A final decision on tax con- 
cessions, possibly some easing of income 
tax but not of excise duties, will be 
deferred until the spring of 1961. 


EUROPE 


Nuclear Liability—The OEEC Nuclear 
Energy Agency announced last month 
that the convention on third party lia- 
bility in the field of nuclear energy, 
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covering liability for damage caused by 
nuclear incidents in OEEC countries, 
concluded in July, has been signed by 
sixteen countries—the Six, the Seven, 
Greece, Spain and Turkey. Sole and 
absolute liability, without proof of fault, 
rests with the operator of the nuclear 
installation concerned, though limited 
in time to ten years from the date of the 
incident and in amount to $15 millions, 
and he must cover his liability by in- 
surance or otherwise. One court, that 
of the place where the incident occurs, 
will be competent for all claims, with 
automatic enforcement of its judgments 
in all the signatory countries. The 
convention will come into force as soon 
as it has been ratified by at least five 
signatories. 


FRANCE 


Insufficient Stimulus ?—Doubts have 
been expressed as to whether the recent 
measures to boost home demand, which 
besides the lowering of Bank rate and 
the relaxation of hire-purchase restric- 
tions included the raising of minimum 
wages and family allowances, will be 
sufficient to maintain the recent pace of 
expansion. Bankers and industrialists ~ 
are said to have been urging the Govern- 
ment to reduce long-term interest rates 
to stimulate capital investment. But the 
authorities are anxious to proceed cau- 
tiously because of their fear that wage 
increases will be inflationary. 


French Union and the Six — The 
Government has been having talks with 
representatives of the French-speaking 
African States and Madagascar on their 
relations with the Common Market. 
The Council of the EEC has ruled that 
they could continue to be treated as 
associated countries in spite of their 
newly-independent status. 


GERMANY 


Volkswagen Issue— The issue of 
*‘ people’s shares’”’ in Volkswagen was 
announced last month. The subscrip- 
tion list will be open for two months 
from January 16; DM 360 millions of 
the nominal capital of DM 600 millions 
will be offered for sale at a favourable 
price—DM 350 (£30) per DM 100 share 
—-decided by the Cabinet. The maxi- 
mum allocation will be DM 500 nominal 
value, so that the cost of a full quota 
will be DM 1,750 (£150), but the 
system of rebates can reduce this by 
10-25 per cent depending upon the 





number of dependants the applicant 
has, and his salary. The offer may be 
fully taken up by investors qualifying 
for a rebate as they will receive first 
consideration and they can pay DM 100 
down and the remainder in three or six 
instalments spread over a year. The 
shares will be introduced on to the 
bourse next autumn. 


GHANA 


Agreement on Smelter ?—Negotia- 
tions concerning the aluminium smelter 
part of the Volta Dam scheme were 
completed in mid-November, the Anglo- 
American-Canadian consortium of Valco 
having undertaken to construct the 
smelter at an estimated initial cost of 
£57 millions, subject to the conclusion 
of satisfactory financial arrangements. 


INDIA 


$20m World Bank Loan—The World 
Bank has approved a loan equivalent to 
$20 millions to the Industrial Credit 
and Investment Corporation of India, 
a development bank established in 1955 
by Indian, British and American in- 
, vestors to promote the growth of private 
industry in India. It makes long- and 
medium-term loans and equity invest- 
ments, helps to develop the local capital 
market by its underwriting activities 
and provides financial and managerial 
advice. This loan will be used to meet 
the foreign exchange requirements of 
projects financed by the ICICI. About 
60 per cent of ICICI’s loans have been 
in foreign exchange and the $20 millions 
made available through the first two 
Bank loans has now been virtually ex- 
hausted. The latest loan is for ten years 
but may be extended to fourteen for 
certain longer-term projects. Interest 
will be at the Bank’s rate of interest 





ruling when each portion is committed 
to one of ICICI’s projects. The loan is 
guaranteed by the Government; amor- 
tization will begin in November, 1963. 


$50m DLF Aid—The American 
authorities announced a first allocation 
of $50 millions from the current year’s 
Development Loan Fund provision for 
aid to India, in the second half of 
October. The money is to be spent on 
the purchase of American machinery 
and raw materials. 


IRISH REPUBLIC 


Purchase Tax Proposals—The com- 
mission appointed by the Government 
to inquire into taxation of profits and 
income has reported in favour of the 
introduction of a purchase tax designed 
to bring in some £6 millions a year. 
The money would be used to reduce 
income tax from its present level of 7s 
in the £, possibly to as little as 5s. 
The commission, which also advised 
against a tax on capital gains, argued 
that the purchase tax would have little 
effect on the cost of living. 


ITALY 


Car Quotas Increased—The Ministry 
of Foreign Trade has increased car im- 
port quotas for Britain, the Common 
Market countries, Canada and America 
by 20 per cent. ‘The existing British 
quota of £1.8 millions will thus be 
increased by £360,000. In general, how- 
ever, the authorities are still reluctant 
to liberalize motor vehicle imports. 


Pipelines Galore—The Eni-Agip group 
is reported to have completed arrange- 
ments for the construction of a pipeline 
from Genoa to Germany. It is also 
said to be contemplating building two 
refineries that will be fed from the 
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pipeline—one at Ingolstadt in Bavaria 
and one at Stuttgart. Another pipeline 
project the group is working on would 
link Trieste and Vienna. Its keen in- 
terest in a network of European pipelines 
—arrangements for one to link Genoa 
with Switzerland were completed earlier 
—may be connected with reports that 
an increase of the purchase of Russian 
oil arranged in October is being studied. 
The Soviet authorities are said to have 
offered to step up the oil sale from 
12 million to 40 million tons. 


JAPAN 


Dollars into Gold ?—The Bank of 
Japan has denied reports that it has 
arranged with the US Federal Reserve 
Board for the gradual conversion of part 
of its dollar holding into gold—at the 
moment some 90 per cent of the official 
external reserve is in the form of dollar 
balances. The Bank is free to buy gold 
from the US authorities at any time, 
but it will wait and see before taking any 


action ‘“‘in view of the international 
effects that such a step could have ”’ 
KENYA 


Interest Rates Up—The commercial 
banks raised their minimum lending 
rate from 7 to 8 per cent in the second 
half of October. Rates paid for time 
and savings deposits were also stepped 
up. ‘The adjustments have been made 
largely to provide the banks with some 
relief from the liquidity stresses as a 
result of the capital exodus. Loss of 
funds tn this way is said to have caused 
some banks to use up the whole of their 
overseas liquid resources. 


KUWAIT 


A National Oil Co—A national petro- 
leum company has been set up with a 
capital of Rs 100 millions (£7.5 millions), 
of which 51 per cent is being subscribed 
by the Government and the rest by 
Kuwait shareholders. Initially it will be 
engaged only in the distribution of oil 
products within Kuwait, but it is ex- 
pected that later it will engage in drill- 
ing operations in collaboration with a 
foreign concern, possibly in the offshore 
areas of Kuwait (tenders for the explora- 
tion of which were recently invited by 
the Government). 


NETHERLANDS 


Bank Take-over Bid—Plans for the 
amalgamation of the Rotterdamsche 
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Bank, one of the country’s largest com- 
mercial banks, with the Nationale Han- 
delsbank were announced at the end of 
October. Shareholders in the latter 
were offered one Fls 300 Rotterdamsche 
Bank share plus Fls 400 in cash for 
each Fls 600 nominal Handelsbank share. 


NEW ZEALAND 


Credit Tightened—The Reserve Bank 
announced an increase in the minimum 
reserve ratio of the trading banks in 
respect of demand deposits from 34 to 
36 per cent early in November, bringing 
it back to within 2 per cent of the all- 
time peak reached earlier in the year. 
It was explained that the new tightening 
of credit policy was needed because the 
expansion in monetary demand was 
already exerting strong pressure on in- 
ternal resources and the balance of pay- 
ments. ‘Though external reserves are 
still at unusually high levels, the recent 
monthly official figures have revealed 
that the balance of payments has been 
worse than in the preceding twelve 
months for the first time since the 
1957-58 crisis. 


PAKISTAN 


Soviet Oil Offer—The Government has 
been offered Russian oil at cut prices 
and Soviet assistance in developing 
its own oil resources. ‘The Pakistan 
authorities have recently been pressing 
the Western oil companies further to 
reduce prices for their products, but 
they are reluctant to do so because 
world markets are uncertain and further 
reductions might meet with resistance 
from the governments of the oil-pro- 
ducing countries. 


PORTUGAL 


Bank Taken Over—tThe greater part 
of the capital of the Banco Pinto and 
Sotto Mayor, one of the country’s 
smaller banks, has been acquired by 
the chairman of Siderugia Nacional, the 
steel corporation, for a sum said to be 
180 million escudos (£2} millions). 


RUMANIA 


Financial and Trade Agreement— 
A financial agreement has been con- 
cluded with Britain dealing with the 
settlement of claims against Rumania 
arising from the nationalization or ex- 
propriation of British property and 
interests in the country. It obliges 















Rumania to pay £1} millions by annual 
instalments which are to be related to 
the level of British imports of certain 
Rumanian goods. It is hoped that pay- 
ment will be completed by 1967. The 
two Governments are to begin negotia- 
tions in 1966 for the settlement of 
claims not covered by the present agree- 
ment. ‘The claims excluded are those 
arising from defaults on bonded debts 
with a nominal worth of £12 millions 
and the lost assets of oil companies 
originally valued at about £50 millions. 
A three-year trade agreement has also 
been concluded between the two coun- 
tries. In the first year ending on Sep- 
tember 30, 1961, it is expected that 
Rumania will purchase some £4} mil- 
lions of British goods and export about 
£32 millions of her products to Britain. 


SOUTH AFRICA 


Capital Outflow Continues—The de- 
ficit in the balance of payments has 
continued, causing official reserves to 
drop below £90 millions. But the 
Secretary for Commerce in London has 
explained that there is no possibility of 
restrictions being imposed on the re- 
patriation of old or new foreign invest- 
ments even though the deficit is rooted 
in such transfers. 


Investment Structure—A survey of 
foreign investment shows that foreign 
exchange liabilities rose by £132 millions 
to £1,528 millions in the three years to 
end-1959. Over the same period foreign 
assets rose by £74 millions to £485 
millions. ‘The largest share in the in- 
crease in liabilities was accounted for 
by Britain, her investments in the Union 
having risen over the three years by 
£37 millions to £903 millions. 


Too Much Competition—Dr Louw, 
chairman of the Central Finance Cor- 
poration, has suggested that discount 
houses should, in their own interests, 
agree with the banks to confine their 
deposit-receiving activities to defined 
financial institutions like mining houses, 
insurance offices and building societies 
to avoid undue competition with recog- 
nized banking houses in seeking deposits. 


SWEDEN 


Over the Peak—A survey prepared 
by the National Institute of Economic 
Research indicates that the boom in the 
Swedish economy has passed its peak, 
though so far there has been a slower 
rate of growth rather than an actual 
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decline. An investigation by the Export 
Association shows that the deterioration 
in the balance of payments this year and 
the resulting down-turn in the reserves 
is the result of the tendency for imports 
to grow at a materially faster pace than 
exports. Efforts being made to streng- 
then the export performance include a 
drive to expand sales on the British 
market, mainly through participation in 
a number of exhibitions in Britain during 


1961 and 1962. 


“Savings Certificates”—In an attempt 
to stimulate small savings the Govern- 
ment has launched a new form of bond 
similar in form to the British Savings 
Certificate. It has a life of 73 years 
and if retained until maturity yields 
53 per cent per annum. Encashment 
may be made earlier but then the return 
is smaller. 


SWITZERLAND 
No Bank Charges—The Bankers’ Asso- 


ciation has announced that service 
charges will no longer be levied on the 
handling of cheques drawn on banks 
within the country. ‘The concession is 
being made to encourage the use of the 
banking system for the transmission of 
payments. 


Loan for British Firm—British Alu- 
minium, following the example of British 
Petroleum, announced at the end of 
last month the offering at par of SwFrs 
50 millions (£4.2 millions) of 43 per 
cent stock, finally redeemable in 1975. 


UNITED ARAB REPUBLIC 


Aswan—“ Hazardous ”—The former 
technical consultant to the Ministry of 
Public Works in Egypt, Dr Abdel 
Ahmed, has described the plan to con- 
struct the Aswan High Dam as “ unwise 
and extremely hazardous’’. ‘The loss 
of water from evaporation and seepage 
would be considerable, he declared. An 
attempt should be made to work out 
more efficient means of Nile control. 


WORLD BANK 


IDA Ready for Business—The Inter- 
national Development Association, a new 
affiliate of the World Bank to provide 
“‘ softer”? finance for the less developed 
countries, officially began operations 
early last month. Membership is open 
to any member of the World Bank; so 
far 22 countries have joined, others are 














at various stage of membership proce- 
dure. IDA may finance a wider range 
of projects than the Bank, including 
those which are not revenue-producing 
or directly productive, but they must be 
“of high developmental priority ’’. 
Facilities for the planning and adminis- 
tration will be provided. 

Loans Increase by $204 Millions— 


cial statement issued by the Bank, six 
loans totalling $204 millions were made 
in the three months to end-September— 
in Colombia, El Salvador, India, Israel, 
Pakistan and Panama, making 271 in 
all in 54 countries and bringing the 
total gross commitments to $5,385 mil- 
lions. Disbursements on loans were 
$91 millions, making total disbursements 





According to the latest quarterly finan- $4,012 millions to September 30. 
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Modern Banking, by R. S. Sayers (5th ed). Clarendon Press: London, Oxford Univer- 
sity Press, 25s. 

Money and Income, by A. C. L. Day and Sterie T. Beza. Oxford University Press, 60s. 

Interest Rates and Asset Prices, by Ralph Turvey. George Allen & Unwin Ltd, 12s. 

Comparative Banking, edited by H. W. Auburn. Waterlow & Sons Ltd, 17s 6d. 

The Australian Trading Banks, by H. W. Arndt (2nd ed). F. W. Cheshire Pty Ltd, 30s. 

Money at Work, edited by Milton Grundy. Sweet & Maxwell Ltd, 21s. 

Money Metropolis, by Sidney M. Robbins and Nestor e Terleckyj. Harvard University 
Press: London, Oxford University Press, 40s. 

Problems and Practices of Development Banks, by Shirley Boskey. Johns Hopkins 
University Press: London, Oxford University Press, 28s. 

Handbuch des gesamtem Kreditwesens, by Walter Hofmann. Fritz Knapp Verlag, DM 64. 

Geld und Kredit, by L. A. Hahn. Fritz Knapp Verlag, DM 29.80. 

Die Verteidigung des Goldwertes, by Karl Blessing. Fritz Knapp Verlag, DM 19.80. 


Law and Practice 


(i) Banking and Investment 
Legal Decisions Affecting Bankers (Vol 6), edited by Maurice Megrah. Institute of 


Bankers, 20s. 

Undecided Cases in Banking, by Maurice Megrah (the 1960 Gilbart Lectures). The 
Banker, 4s. 

The Lending Banker, by L. C. Mather (2nd ed). Waterlow & Sons Ltd, 25s. 

Securities Acceptable to the Lending Banker, by L. C. Mather. Waterlow & Sons Ltd, 
25s. 
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The Branch Banker, by James Dandy. Institute of Bankers, 20s. 

Jones’s Studies in Practical Banking, by J. Milnes Holden. Pitman, 25s. 

Balance-sheet for Take-overs, by Anthony Vice. Hobart Paper 3, Institute of Economic 
Affairs, 3s 6d. 

Lifetime Investing for Security and Growth, by E. Stanley Grant. Exposition Press, $3.50. 

The Investor’s-Manual, 1960. Nicholas Kaye Ltd, 16s. 

Beginners Please. ‘The Investors’ Chronicle, 30s. 

An Investor’s Guide. The Financial Times, 15s 6d. 

Banking. ‘The Sunday Times Career Books, 3s 6d. 

A Manual of Foreign Exchange, by H. E. Evitt (5th ed). Sir Isaac Pitman & Sons 
Ltd, 21s. 

Bankers’ Almanac and Year Book, 1959-60. ‘Thomas Skinner & Co Ltd. 


(ii) Taxation 


Income Tax, by F. E. Cutler Jones (2nd ed). Sweet & Maxwell Ltd, 32s 6d. 

Key to Income Tax and Surtax, 1960-61. ‘Taxation Publishing Company, 11s. 

Income Tax Principles, by H. A. R. J. Wilson and K. S. Carmichael (4th ed). HFL 
(Publishers) Ltd, 12s 6d. 

The Principles of Executorship Accounts, by H. A. R. J. Wilson and K. S. Carmichael 
(4th ed). HFL (Publishers) Ltd, 15s. 

Dymond on the Death Duties (Vols I and II), by R. K. Johns (13th ed). The Solicitors 
Law Stationery Society Ltd, 147s. 

Foreign Securities and Taxation, edited by R. Mees and Zoonen. International Bureau 
of Fiscal Documentation, Amsterdam. 


(iii) Insurance and Pensions 


Insurance, by H. E. Raynes. Oxford University Press, 8s 6d. 

World Insurance Trends, edited by D. W. Gregg and D. M. McGill. Pennsylvania 
University Press: London, Oxford University Press, 80s. 

The Banker’s Guide to Marine Insurance of Goods, by Victor Dover and G. A. Calver. 
H. F. & G. Witherby Ltd, 70s. 

Pension Schemes, by Michael Pilch and Victor Wood. Hutchinson & Co Ltd, 40s. 

Pension Schemes and Retirement Benefits, by G. A. Hosking (2nd ed). Sweet & Max- 
well Ltd, 50s, also First Supplement, 5s. 

Pensions for Prosperity, by Arthur Seldon. Institute of Economic Affairs, 3s 6d. 


(iv) Other 


Business Associations under French Law, by E. M. Church. Sweet & Maxwell Ltd, 
5s 

The Price Discrimination Law, by Gorwin D. Edwards. Faber & Faber Ltd (The 
Brookings Institution), 72s. 

Williams on Executors and Administrators (two vols), by G. W. Keeton and E. H. Scamell 
(14th ed). Stevens & Sons Ltd, 252s. 

Trustee Savings Banks Year Book, 1960. 

Ranking, Spicer & Pegler’s Mercantile Law, by W. W. Bigg and R. D. Penfold (11th ed). 
HFL (Publishers) Ltd, 25s. 

F.O.B. Contracts, by D. M. Sassoon. Stevens & Sons Ltd, 35s. 

Receivership under the Mental Health Act, 1959, by H. F. Compton and R. Whiteman 
(2nd ed). The Solicitors Law Stationery Society Ltd, 12s 6d. 

Gentlemen of the Law, by Michael Birks. Stevens & Sons Ltd, 25s. 


Industry 





Studies in Company Finance, edited by Brian Tew and R. F. Henderson. Cambridge 
University Press, 35s. 

The Theory of the Growth of the Firm, by Edith Tilton Penrose. Basil Blackwell, 
Oxford, 35s. 

Business Budgets and Budgetary Control, by A. W. Willsmore. Sir Isaac Pitman & 
Sons Ltd, 22s 6d. 

A Guide to Management Accounting, by H. W. Broad and K. S. Carmichael (2nd ed). 
HFL (Publishers) Ltd, 18s. 

Electronic Computers and their Business Applications, by A. J. Burton and R. G. Mills. 
Ernest Benn Ltd, 45s. 

An Introduction to Business Forecasting, by the Institute of Cost and Works Accountants. 
Gee & Co Ltd, 7s 6d. 

Accounting for Inflation, by Lionel A. Wilk. Sweet & Maxwell Ltd, 35s. 

The British Shipping Industry. Political and Economic Planning, 4s. 

Promotion and Pay for Executives, by George Copeman. Business Publications Ltd, 35s. 
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Fringe Benefits and their Federal Tax Treatment, by Hugh Holleman Macaulay, Jr. 
Columbia University Press: London, Oxford University Press, 52s. 

Unions in Prosperity, by Frank Bealey and Stephen Parkinson. For Institute of 
Economic Affairs by Barrie & Rockliff Ltd, 3s 6d. 

Administrative Vitality, by Marshall E. Dimock. Routledge & Kegan Paul, 25s. 


History and Biography 

Ricardo on Taxation, by Carl S. Shoup. Columbia University Press: London, Oxford 
University Press, 48s. 

The Coming of the New Deal—Vol II: The Age of Roosevelt, by Arthur M. Schlesinger, 
Jr. William Heinemann Ltd, 63s. 

Herbert Hoover and the Great Depression, by H. G. Warren. Oxford University 
Press, 50s. 

Lettere a Maffeo Pantaleoni, 1890-1923, by Vilfredo Pareto (3 vols). Banca Nazionale 
de Lavoro. 

The Manchester School of Economics, by W. D. Grampp. Stanford University Press: 
London, Oxford University Press, 25s. 

The British Economy, 1920-1957, by A.J. Youngson. George Allen & Unwin Ltd, 28s. 

The Great Swindle, by Virginia Cowles. Collins, Sons & Co Ltd, 21s 

The South Sea Bubble, by John Carswell. The Cresset Press, 30s. 

Heir of Adventure, by Aytoun Ellis. Brown, Shipley & Co, no price. 

Marcus Samuel, by Robert Henriques. Barrie & Rockliff Ltd, 42s. 

The Sun Insurance Office, 1710-1960, by P. G. M. Dickson. Oxford University 
Press, 45s. 

Servant of this House, by H. D. de Fraine. Constable & Co Ltd, 25s. 

Money, Class and Party, by Robert P. Sharkey. Johns Hopkins University Press: 
London, Oxford University Press, 44s. 

The Story of Investment Companies, by Hugh Bullock. Colombia University Press: 
London, Oxford University Press, 48s. 

Karachi Through a Hundred Years, by Herbert Feldman. Oxford University Press, 
27s 6d. 


Patterns of Industrial Growth, 1938-58. United Nations. Columbia University Press, - 


8.50. 
Demi-Paradise, by Jasper Rootham. Chatto & Windus Ltd, 18s. 


Miscellaneous 


The City, by Paul Ferris. Victor Gollancz Ltd, 21s. 

How the City Works, by Sir Oscar Hobson (6th ed). News Chronicle Books, 8s 6d. 

Something in the City, by Sir John Benn. George Allen & Unwin Ltd, 13s 6d. 

Financial Administration in Local Government, by A. H. Marshall. George Allen & 
Unwin Ltd, 32s. 

All Capitalists Now, by Graham Hutton. Institute of Economic Affairs, 2s 6d. 

Advisory Committees in British Government. Political and Economic Planning. George 
Allen & Unwin Ltd, 25s. 

Government by Appointment. Political and Economic Planning, 3s 6d. 

Anything But Action ?, by A. P. Herbert. For Institute of Economic Affairs by Barrie 
& Rockliff Ltd, 3s 6d. 

The Law and the Profits, by C. Northcote Parkinson. John Murray Ltd, 15s. 

How to Become a Millionaire, by Gerald Sparrow. Anthony Blond Ltd, 10s. 6d. 

The Status Seekers, by Vance Packard. Longmans, Green & Co Ltd, 21s. 

Farm Rents, by D. R. Denman and V. F. Stewart. George Allen & Unwin Ltd, 27s 6d. 

Bibliography on Income and Wealth (Series VII), edited by Phyllis Deane. Bowes & 
Bowes Ltd, 37s 6d. 

Statistical Yearbook, 1959. United Nations, New York, 57s. 

1960 Canadian Trade Index. Canadian Manufacturers’ Association. 

Building Societies’ Year Book, 1960. Franey & Co Ltd, 45s. 

Oxford Regional Economic Atlas—The Middle East and North Africa. Oxford Univer- 
sity Press, 42s. 

Stanford’s Whitehall Atlas. Edward Stanford Ltd, 63s 

Overseas Newspapers and Periodicals Guide Book (7th ed). Publishing & Distributing 
Co Ltd, 30s. 

Town’s Eye View, by Geoffrey Fletcher. Hutchinson & Co. Ltd, 15s. 

The Health of Business Executive. ‘The Chest & Heart Association, 15s. 

Hotels and Restaurants in the British Isles. British Travel and Holidays Association, 6s. 

Away from it All. LPE Paper No. 6, 5s. 

Modern Commerce, by E. Sladen. Sir Isaac Pitman & Sons Ltd, 12s 6d. 

The Stereo Record Guide, by Edward Greenfield, Ivan March and Denis Stevens. The 
Long Playing Record Library, 21s. 
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UK Economic Minister in Washington— 
Mr D. B. Pitblado, of the Treasury, has been 
appointed head of the UK Treasury Dele- 
gation and Economic Minister in Washington 
and UK Executive Director of the IMF and 
World Bank, in succession to The Earl of 
Cromer. 

Bank of Nova Scotia—Dr Norman A. 
Mackenzie has been appointed to the board. 
London branch: Mr J. D. Hubbert to be 
manager in succession to Mr R. E. Peel who 
has taken an appointment in Toronto. 
Barclays Bank—Luton Dist, Local Head 
Office: Mr P. J. Wilson, from Cardiff Dist, 
to be district manager. Cardiff Dist, Local 
Head Office: Mr D. Mangham to be district 
manager. Birmingham Dist, Local Head 
Office: Mr H. G. Cox to be assistant district 
manager. Head Office: Mr H. B. Morgan 
to be a general managers’ assistant. Pall 
Mall, Local Head Office: Mr R. J. Taylor 
to be Local Head Office manager. Alfreton: 
Mr M. S. Hall, from Clarendon Park, 
Leicester, to be manager on retirement of 
Mr E. Kenderdine. Birkenhead, Charing 


Cross: Mr A. K. McGhie, from Chester, to 
be manager. Birmingham, Five Ways: Mr 
C. S. N. Lamb, from Bordesley, Birming- 
ham, to be manager. Chester and Saltney: 


APPOINTMENTS AND RETIREMENTS 


Mr D. V. Weyer, from Water St, Liverpool, 
to be manager on retirement of Mr A. J. 
Burns. Chipping Sodbury: Mr H. Price, 
from Bishopston, Bristol, to be manager. 
Craven Arms: Mr S. H. Price, from 
Much Wenlock, to be manager. Devizes: 
Mr C. T. James, from Chipping Sodbury, 
to be manager. Dorchester: Mr E. P. P. 
Bull, from Devizes, to be manager. Hockley: 
Mr G. Tickner, from Hockley, to be 
manager. Ilfracombe: Mr H. S. Robson, 
from Torquay, to be manager. Liverpool, 
Bold St: Mr W. W. Kellow, from Charing 
Cross, Birkenhead, to be manager on retire- 
ment of Mr W. H. Stephenson. Maldon: 
Mr J. E. Edwards, from Rochford and 
Hockley branches, to be manager on retire- 
ment of Mr F. E. H. Nunn. Malmesbury: 
Mr G. M. Sutton, from Cirencester, to be 
manager. Much Wenlock: Mr V. W. Lloyd, 
from Shrewsbury, to be manager. Newport, 
Shropshire: Mr N. C. Faithfull, from Craven 
Arms, to be manager on retirement of Mr 
R. J. Mason. 

British Linen Bank—Hawick: Mr W. 
Scott to be manager in succession to Mr 
W. G. G. Rutherford. 

District Bank—The Duke of Devonshire 
has resigned from the board, upon his 
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appointment as Parliamentary Under-Secre- 
tary of State for Commonwealth Relations. 
Accrington: Mr S. Cheetham, from 
Rawtenstall, to be manager. Didsbury, Man- 
chester: Mr R. B. Snowdon, from 55 King 
St, Manchester, to be manager. Hazel 
Grove: Mr S. C. Holt to be manager. 
Millom: Mr W. W. Aijinsworth, from 
Workington, to be manager. Rawtenstall: 
Mr R. W. Nightingale, from Darwen, to be 
manager. Whitehaven: Mr F. L. Collins, 
from Millom, to be manager. Withington, 
Manchester: Mr J. L. Warburton, from 
Didsbury, tobe manager. Workington: Mr J. 
Johnston, from Whitehaven, to be manager. 

Lloyds Bank—Head Office—Advance Dept: 
Mr W. W. Irwin, from Carlton St, Notting- 
ham, and Mr B. J. White, from Hudders- 
field, to be assistant controllers; Chief 
Inspector’s Dept: Mr H. J. Self, from 
Advance Dept, to be an inspector. Executor 
and Trustee Dept—Bristol: Mr L. G. Avill, 
from Newcastle upon Tyne, to be assistant 
manager; Cheltenham: Mr 'T. A. N. Pallett, 
from Taunton, to be manager on retirement 
of Mr A. D. Cozens; Taunton: Mr R. S. 
Hall, from Bristol, to be manager. London— 
Brook St: Mr G. C. Evans, from Advance 
Dept, Head Office, to be manager; Muswell 
Hill: Mr C. O. Cherrington, from Tedding- 
ton, to be manager on retirement of Mr 
C. J. Bauly; Pall Mall: Mr F. L. P. de 
Winton, from Brook St, to be an assistant 
manager. Potters Bar: Mr S. W. Slater, from 
West Kensington, to be manager. South 
Harrow: Mr H. J. Reynolds, from Cheapside, 

to be manager on retirement of Mr R. W. 

Henson. Staines: Mr D. P. Kenway-Smith, 

from North End, Portsmouth, to be manager. 


Martins Bank—Castleford: Mr D. M. 
Douglas, from South Cliff, Scarborough, to 
be manager. Heckmondwike: Mr E. H. 


Bennett, from Newport, Mon., to be 
manager. Leeds, Vicar Lane: Mr G. L. 
Barnes to be manager. 

Midland Bank—London—Hackney Rd: Mr 
J. R. Newton, from Leadenhall St, to be 
manager in succession to Mr B. J. Lewis; 
Lambeth: Mr J. G. Jones, from York Rd, 
to be manager; Marble Arch: Mr B. J. 
Lewis, from Hackney Rd, to be manager in 
succession to Mr P. G. Harvey; Old Bond 
St: Mr G. M. Budd, from 196a Piccadilly, 
to be manager on retirement of Mr R. E 
Bowman; Paddington, 219 Edgware Rd: Mr 
P. G. Harvey, from Marble Arch, to be 
manager on retirement of Mr R. S. Daniels; 
196a Piccadilly: Mr J. Dodds, from Russell 
Sq, to be manager in succession to Mr 
G. M. Budd; Poultry and Princes St: Mr 
F. M. King, from Winchester House, to be 
deputy assistant manager in succession to 
Mr D. W. C. Kitching; Russell Sq: Mr L. 
Crabtree, from West Hampstead, to be 
manager in succession to Mr J. Dodds; 
West Hampstead: Mr C. H. F. Hudson to 
be manager in succession to Mr L. Crabtree. 
Burry Port: Mr H. J. Parry, from Pon- 
tardulais, to be manager in succession to the 
late Mr W. I. Hughes. Cardiff, Canton: 


Mr W. G. Barrett to be manager in suc- 
cession to Mr T. H. Jones. Halifax: Mr 
K. J. F. Stacey, from Otley, to be manager 
on retirement of Mr J. A. Hudson. Haver- 
fordwest: Mr T. H. Jones, from Canton, 
Cardiff, to be manager on retirement of 
Mr A. T. Jones. Hounslow, Great West Rd: 
Mr C. E. Long, from Brixton Rd, to be 
manager in succession to Mr D. M. Glover. 
Moreton-in-Marsh: Mr J. W. H. Hickox to 
be manager on retirement of Mr V. H. 
Homer. Newcastle upon Tyne, Quayside: 
Mr J. R. L. Bertram, from Dean St, New- 
castle upon Tyne, to be manager in suc- 
cession to Mr D. Colbeck. Otley: Mr P. G. 
Scholey, from Tadcaster, to be manager in 
succession to Mr K. J. F. Stacey. 
National Provincial Bank—Head Office— 
Administration Dept: Mr E. F. Chartres to 
be head of cable section on retirement of 
Mr J. A. Rhys; Advance Dept: Mr P. D. 
Turnbull to be a controller. London—City 
Office: Mr H. F. W. Searle to be joint 
assistant head of security dept; Hammer- 
smith: Mr R. W. Grinyer, from City Office, 
to be manager on retirement of Mr J. J. 
Quinlivan; Kensington: Mr C. S. Jones to 
be manager on retirement of Mr M. J. 
Magan; Mount St: Mr W. G. Hoppett, 
from Dartford, to be manager on retirement 
of Mr R. R. Finch. Birmingham—Moseley: 
Mr K. J. Jarvis to be manager; Summer 
Hill: Mr R. C. Strachan, from Shirley, 
Solihull, to be manager on retirement of 
Mr N. H. Nelson. Blackpool, South Shore: 
Mr E. C. Evans, from Hucknall, to be 
manager on retirement of Mr J. H. H. 
Morris. Brecon: Mr E. M. Jones, from 
Cowbridge, to be manager. Broadstairs: 
Mr J. R. F. Guyton to be manager. Cow- 
bridge: Mr E. G. D. Owen, from Neath, to 
be manager. Leominster: Mr E. K. Payne, 
from Wellington, Salop, to be manager on 
retirement of Mr S. H. Alexander. Narberth: 
Mr S. James, from Oswestry, to be manager 
in succession to the late Mr E. W. Lloyd. 
Newcastle, Staffs: Mr E. W. Williams, from 
Advance Dept, to be manager. St Austell: 
Mr C. F. Crinks, from St Ives, to be 
manager on retirement of Mr F. G. Down- 
ing. St Ives: Mr G. S. Furner, from 
Mutley, Plymouth, to be manager. 

Royal Bank of Scotland—Mr W. R. 
Ballantyne, general manager, has_ been 
appointed to the board. 

Westminster Bank—Head Office: Mr N. 
Hague, from Newington Butts, to be an 
inspector of branches. Overseas Branch, 
Arbitrage Dept: Mr W. F. J. Batt to be 
deputy principal. London, Norwood: Mr 
J. G. Youngman, from Barnes, to be 
manager on retirement of Mr L. A. Piercy. 
Barnes: Mr S. R. Lowe, from Finchley Rd, 
to be manager. Battle: Mr J. H. Joslin, 
from Hailsham, to be manager on retirement 
of Mr E. L. Reeves. Hailsham: Mr G. O. 
Bearne, from Lewes Rd, Brighton, to be 
manager. JLongsight: Mr J. D. Dixon, 
from Northwich, to be manager on retire- 


ment of Mr W. H. Whitehead. 
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BANKING STATISTICS 


Banking Trends since World War I* 





Net 
Averages Deposits Liquid Assets TD 
of Months: {mn {mn y 4 
1921 | ae 680 
ae” | 658 
a)0Cté«i‘ja kti‘iéwiCs 581 
< a 545 
1,610 539 
1,615 532 
1,661 553 
1,711 584 
1,745 568 
1,751 596 


1,715 560 
1,748 611 
1,909 668 
1,834 576 
1,951 623 
2,088 692 
2,160 713 
2,225 683 
2,218 


2,181 608 
2,419 785 666 
2,863 676 . 894 
3,159 712 1,069 
3,554 723 1,147 
4,022 788 1,165 
4,551 886 8 1,156 


4,932 1,280 1,345 

5,463 1,646 1,474 

5,713 1,703 1,479 

5,772 1,920 1,505 1,440 
5,811 2,345 1,505 1,603 
5,931 2,308 1,624 

5,856 2,097 1,983 1,838 
6,024 2,201 2,163 1,731 
6,239 2,190 2,321 1,804 
6,184 2,098 2,149 2,019 
6,012 2,218 1,978 1,897 
6,138 2,256 2,008 1,952 
6,330 2,256 2,149 2,007 
6,617 2,277 1,835 2,617 


6,869 2,477 , 1,729 2,803 
6,860 2,419 ; 1,729 2,849 
7,043 2,543 : 1,720 2,917 
7,165 2,628 ; 1,710 2,961 


7,041 2,541 ‘ Special 1,698 2,946 
6,803 2,296 ‘ Deposits 1,618 3,030 
6,683 2,218 : — 1,501 3,112 
6,766 2,262 i — 1,439 3,207 
6,746 2,244 5.8 1,405 3,237 
6,794 2,253 , 69.8 1,376 3,239 
6,900 2,259 , 105.3 1,340 3,339 
6,876 2,266 142.6 1,317 3,292 
6,883 2,276 ‘ 142.0 1,312 3,296 
6,918 2,287 : 141.7 1,304 3,328 


* Ten clearing banks for 1921-35, thereafter eleven. Ratios to gross deposits. 
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S Investments Advances 
{mn Zot £mn Zot 
325 8 833 
391 750 42 
356 761 
341 808 
286 856 
265 892 
254 928 
254 948 
257 991 
258 


301 
348 
537 
560 
615 
614 
643 
652 
637 
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* Cash, call money and bills shown as percentage of gross deposits. 


Trend of “Risk ’’ Assets 


(£ million) 





























Mondays: 


Bank rate .. 
Treasury bills: 
Average allotment rate* 


Market’s dealing rate, 


3 months 


Bankers’ deposit rate 
Short. money: 
Clearing banks’ minimum 


Floating money .. 


US Treasury Bill. . 





Money and Bill Rates 
Nov 23, Sept 26, Oct 24, Oct 31, 


1959 1960 
4+ 6t 
38 54 
oe 5% 
ie 4 
2% 4} 
.. 23-38 54-58 
. 4.279 2.286 


1960 1960 
per cent 
54 
St 54 
54 Sa 
+ 34 
4§ 3% 
44-5i 43-44 
2.179 2.922 


Oct 19, 1960 c Change in ~ 
% of Year to Monthly Periods 
Gross Oct, 1960 
: Deposits 1960 July Aug Sept Oct 
Investments: 
Barclays 310.2 19.1 —102.5 - 7.3 -— 8.4 — _— 
Lloyds 247.9 18.9 — 77.1 -~ 9.4 -—- 1.1 - 3.2 —- 3.3 
Midland 293.7 18.7 — 98.4 - 99 -—- 7.1 - 0.9 oa 
National Provincial . 141.4 16.3 — 33.9 - 9.8 — — — 
Westminster . 161.5 17.0 — 56.1 - 0.1 - 3.4 — —- 4.8 
District 41.0 16.3 — 20.6 — - 2.0 oo - 0.1 
Martins 50.5 14.8 —- 19.2 — — — — 
Eleven Clearing Banks 1,304.4 18.0 — 424.6 -35.8 -23.2 - 4.8 - 8.0 
Advances: / 
Barclays 722.3 44.5 + 93.3 +24.6 -20.7 - 3.1° + 1.1 
Lloyds 587.5 44.7 + 80.1 +16.4 - 2.9 - 4.9 -~ 1.1 
Midland 716.7 44.5 +150.3 +20.2 + 1.5 +10.7 - 1.9 
National Provincial . 417.2 48.2 + 67.8 +15.8 -—- 7.1 — 5.4 +16.9 
Westminster . 447.2 47.0 + 83.2 +12.0 -—- 3.5 + 4.2 + 7.6 
District 117.7 46.9 + 21.8 +3.3 -—- 42 +1.5 + 1.8 
Martins 162.9 47.7 +- 23.0 +.5.7 -—- 2.6 - 0.9 + 3.0 
Eleven Clearing Banks 3, 327.7 45.8 +524.8 | +100.5 -47.4 + 4.3 +31.8 
Trend of Bank Liquidity* 
1958 1959 1960 
Dec Dec 
Mar 31 Mar Sept Oct 31 #$$/Mar July Aug Sept Oct 
AEE. WR Za , ee: AER CS ee gi %o 
Barclays 34.2 34.4 30.1 32.6 33.5 32.9 31.0 30.2 31.3 31.5 31.8 
Lloyds 31.9 34.7 29:5 33:0 33.14 32.9 HAD BS HD.5. 31.6 32:1 
Midland 33.9 35.3 30.4 31.9 35.2 36.1 30.1 30.4 30.2 30.4 30.6 
National Prov 34.0 36.0 31.1 35.8 35.2 37.0 30.0 31.7 32.5 32.2 31.1 
Westminster... 35.4 33.2 32.8 34.6 34.9 33.4 33.4 31.8 31.9 31.6 30.4 
District 383° 32.2: SGi3. 33:4 BA.1 ° G2c8 * Shes. SES ha toe 3a. 
Martins | 35.9 36.2 31.1 33.7 34.5 34.3 31.9 32.7 32.3 32.0 31.9 
All Clearing , 
Banks 33.9 34.6 310 33.2 34.4 84.3 31.5 31.2 31.4 31.6 31.5 


Nov 7, Nov 14, Nov 21, 


1960. 1960 1960 
54 54 54 
4% 4} 43 
4nOo4RR 42 
34 34 34 
33 37 33 

43-45 0s 33§-5 35-43 

2.390 2.624 2.396 


* Preceding Friday. t+ Lowered from 44% on 20.11.58. }{ Raised to 5% on 21.1.60, 


and 6% on 23.6.60. 
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THE EXCHEQUER FINANCES. 





I—The Budget 
(£ million) 
Gain or 
Original Expected April 1, loss* on 
budget gain or 1960, to corresponding 

estimates loss* on Nov 19, period of 

1960-61 1959-60 1960 1959-60 

Total Inland Revenue 3,273 +263 1,257.7 + 15.9 
Customs and Excise . . 2,409 +i. 1,587.8 + 86.7 
Other revenue 298 172.0 + 15.1 
Total ordinary revenue 5,980 : 7350 3,017.5 +117.7 
Debt interest (including sinking fund) 680 - 26 416.3 — 41.5 
Other consolidated fund 89 - 1 54.6 — 3.7 
Supply expendiwre .. 4,907 — 405 2,929 :4 — 211.6 
Total ordinary expenditure 5,676 — 432 3,400.3 — 256.8 
Above line surplus or deficit + 304 - 82 — 382.8 — 139.1 
Net deficit below line ~ 622 + 78 — 344.1 + 65.0 

of which 
local loans (net lending shown 

minus) .. ; + 56 + 1] + 36.7 - 1.1 

loans to state industries, net — 465 +109 — 294.5 + 53.5 
Total deficit . oy —318 - 4 — 726.9 — 74.1 





* Plus Sistine increase in receipts or surplus, fall in expenditure or deficit. Minus 
indicates fall in receipts or surplus, rise in expenditure or deficit. 
II—National Savings are 
({£mn: Receipts into Exchequer reported during period) 
Savings Total 
Certi- Defence Savings Premium ‘Total Accrued Defence Remain- 
ficates Bonds Banks Bonds Small Interest Bond ing In- 
(net) (net) (net) (net) (net) Maturity vested* 
1953-54 .. +19.0 + 0.3 -79.3 — - 60.0 88.6 -38.4 6,008.7 
1954-55 .. +46.0 +51.1 — 35.4 = + 61.7 88.8 -28.8 6,126.2 
1955-56 .. +19.7 +21.5 -80.4 — - 39.2 82.7 -50.8 6,123.6 
1956-57 .. +72.0 + 3.2  -20.6 +65.0 +119.5 35.5 -38.9 6,240.0 
1957-58 -21.3 -22.2 -62.4 +80.2 - 15.6 45.9 -17.7 6,272.0 
1958-59 ..+131.9 +117.9  -55.2 +66.5 +270.4 54.4 -10.0 6,582.0 
1959-60 +66.9 +144.4 +52.7 +41.1 +306.0 83.5 - 1.7 6,969.0 
1959-60 
April-Sept +41.8 +72.1 + 4.1 +26.2 +144.3 36.3 - 1.0 6,761.0 
October .. + 8.1. -+14.2 +21.9 + 5.0 + 49.2 8.5 -—- 0.1 6,819.0 
1960-61 
April-Sept +36.1 +55.9 -12.5 +29.1  +108.6 46.0 - 0.6 7,122.0 
October .. + 4.5 + 7.7 +15.0 + 5.4 + 32.6 6.6 ~ 0.1 7,161.0 
* After taking account of net sales through the Post Office Savings Bank of Government 


securities other than defence bonds. 


IiI—Floating Debt 




















(£ million) 
Change in three 
Beginning of April* Nov months to 
19, Nov 19, Nov 21, 
1958 1959 1960 1960 - 1960 1959 
Ways and Means Advances: 
Bank of England -= — — oom — — 
Public Departments 239.6 291 .6 215.3 240.1 - 37.8 — 23.5 
Treasury Bills: 
Tender 3,120.0 2,950.0 3,460.0 3,680.0 +220.0 +400.0 
Tap 1,499.4 1,986.3 1,845.7 | 1,497.8 -435.8 + 0.5 
4,859.0 5,227.9 5,521.0 | 5,417.9 -—253.6 +377.0 











* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 
at March 31). 
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Sterling-Dollar Exchange Rates 


Nov 20, Sept 23, Oct 21, Oct28, Nov4, Novil, Nov. 18, 
1959 1960 1960 1960 1960 1960 1960 
Official Market 


Spot .. .. 2.80% 2.81% 2.81% =2.814 2.81% 2.814 2.81 # 
3months .. $c dis 1~%cpm ifcpm tifcpm tiicpm 1%cpm icpm 
Security* .. 2.79% 2.813 2.81% 2.81% =2.81% 2.814 2.814 


* New York market quotations. 





Britain’s Gold and Dollar Reserves* 


(Millions of US dollars) 
Financed by 
Net Gold Official Private 
and Dollar Special Reserves UK 
Surplus (+) Ameri- Payments Change at End Dollar a 
or Deficit (—) can and in of Balancest ~ 
Aid Credits Reserves Period : a 
- 908 — 220 2696 194 
— 2079 267 
682 1856 295 
1196 + 1688 236 
762 3300 257 
199 2335 508 
428 1846 472 
307 2518 491 
152 2762 428 
114 2120 480 
66 2133 679 
26 2273 602 
6 3069 654 
= 2736 719 


2770 690 
3076 734 
3120 731 
3069 654 


3139 784 
3172 737 
3284 672 
548 2736 735 


2780 928 
113 2892 1192 


104 2996 
- 70 76 3072 

- 56 36 3108 
+ — 182 + 216 3108 
+ 128 - 97 + 31 3139 


Main Special Items Letailed 

Receipts Payments 2 

$mn $mn- 
1946-50 US and Canadian loans.. 4,909 1951-56 Annual service of US and 4 
1947-49 IMF loan << ae Canadian loans, etc .. 181 
1948 South African loan erie 1954 EPU funding payment . 99 G 
1956 Sale of Trinidad oil .. 177 IMF repayment . .. 108f7 
IMF loan ees 1958 Service of N Amer loans 188 7 
1957 India’s IMF loan | 200 1959 IMF repayment. .. Wea 
_ Return of interest on US IMF subscription .. 1624 
loan ve > O06 Repayment of Ex-Im .. 255 | 
Export- Import Bank ees Service of N Amer loans 184 = 

1960 IMF repayments .. 307 

* Gold and convertible currency. from Dec, 1958. + Source: Federal Reserve Bulletin, 

t Remainder of 1947-49 loan repaid in sterling. 3 
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Morgan Guaranty 


Gr TRE 


INTERNA TIONAL 


London 


33 LOMBARD STREET, E.C.3 
31 BERKELEY SQUARE, W.1 


NEW YORK EUROPEAN OFFICES 
Principal Offices ‘PARIS: 14 Place Vendéme 
140 Broadway, 23 Wall Street _ BRUSSELS: 27 Avenue des Arts | 











AN INVESTMENT 
combined with | 
PROTECTION FOR YOUR FAMILY | 
Life Assurance is the only means of securing this and an attractive 
yield may be obtained from: an Endowment Assurance 


participating in profits, on your survival to maturity, 
whilst the full sum assured and accrued bonuses 


are payxble on your earlier death. 
Why not ask us for @ quotation? 


1 NORTH JOHN STREET, 
LIVERPOOL, 2 
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